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Nordic Covered Bond Handbook 

14th edition 

Welcome to the 14th edition of the Nordic Covered Bond Handbook from the Covered 

Bond Research team at Danske Bank. 

We intend this publication to act as a quick reference guide to the Nordic covered bond 

markets, providing an overview of covered bond issuers in Denmark, Finland, Norway and 

Sweden. Further, we provide an update on recent changes to the covered bond landscape 

within each jurisdiction, as well as descriptions of the legislative frameworks that apply in 

each of the four markets. The publication also includes updates on housing market 

developments. 

Table 1. Issuers included in this edition 

Denmark Finland Norway Sweden 

Danske Bank Aktia Bank DNB Boligkreditt Danske Hypotek 
DLR Kredit Bank of Åland Eika Boligkreditt LF Hypotek 
Jyske Realkredit Danske Mortgage Bank Møre Boligkreditt Nordea Hypotek 
Nordea Kredit The Mortgage Society of Finland Nordea Eiendomskreditt SCBC (SBAB Bank) 
Nykredit/Totalkredit Nordea Mortgage Bank Sbanken Boligkreditt AS SEB 
Realkredit Danmark OmaSp SpareBank 1 Boligkreditt Stadshypotek 

OP Mortgage Bank Sparebanken Sør Boligkredit  Swedbank Hypotek 
Sp Mortgage Bank Sparebanken Vest Boligkreditt 

SR-Boligkreditt AS 

Most covered bond issuers are subsidiaries of larger, universal banks. The specialist 

banking principle is applied in Norway and partly in Denmark, while Sweden and Finland 

do not adhere to this principle. Within each jurisdiction, we focus on the largest issuers, 

giving preference to names that are also active issuers in euro. However, the list of issuers 

included in the handbook is not exhaustive and, particularly in Norway, there are many 

smaller issuers that focus on covered bond funding in local currency that are not included 

in the handbook. 
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Introduction 
Covered bonds are far from a new phenomenon in the Nordic countries (Denmark, Finland, 

Norway and Sweden). The use of mortgage bonds in Denmark goes back more than 200 

years and today, despite the modest size of the country, the Danish covered bond market is 

the largest covered bond market globally in terms of outstanding bond volume according 

to ECBC statistics. However, almost 90% of the Danish covered bond market is made up 

of DKK-denominated (domestic) bonds. For both historical and currency reasons, DKK 

bonds have been mainly for Danish investors. However, foreign investors currently own 

approximately 20% of the total outstanding stock (see Chart 1), while the foreign ownership 

share of Danish covered bonds denominated in EUR is significantly higher. 

Chart 2. EUR benchmark covered bonds (total EUR1,012bn) 30 August 2018 

 

Source: Bloomberg, Danske Bank 

While the volume is a bit less impressive than for Denmark, Sweden also boasts quite a 

deep domestic (SEK-denominated) covered bond market, accounting for some 75% of 

outstanding covered bonds from Swedish issuers and has a reasonably long tradition. 

Including domestic issuance, Sweden has the fifth-largest covered bond market in Europe. 

Covered bonds are a relatively new phenomenon in Norway and Finland, with the 

legislation being passed as late as 2007 in Norway and the most recent Mortgage Act dated 

2010 in Finland. Hence, the two markets have not had the same time to mature and do not 

have the same deep domestic investor support as Denmark and Sweden. In Norway, 43% 

of its EUR115bn-equivalent covered bond market is NOK denominated, as Norwegian 

issuers rely more on the EUR market. Indeed, when it comes to the size of the EUR 

benchmark segment, Norway has overtaken Sweden in size with a current outstanding 

volume of EUR48bn (Denmark EUR13bn, Finland EUR31bn, Sweden EUR37bn). 

Covered bond issuers and asset location 

The number of covered bond issuers varies between each of the four countries. In Sweden, 

there are ten active issuers, in Denmark the number is six (five mortgage banks and one 

universal bank). From the situation prior to the financial crisis with only a few active 

issuers, the introduction of Norges Bank’s swap facility (Bytteordningen) in Norway saw 

a large increase in the number of issuers (many of them relatively small), as covered bonds 

became the way to obtain liquidity (as in many other countries). In recent years, however, 
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SR-Boligkreditt (September 2015), Sparebanken Sør Boligkreditt (March 2016), Møre 

Boligkreditt (June 2017) and most recently Sbanken Boligkreditt (April 2018) have 

debuted with syndicated EUR deals. 

Until autumn 2010, Finland had only two active issuers (OP Mortgage Bank and Aktia 

Mortgage Bank) but with the revival of Danske Bank plc (now Danske Mortgage Bank 

Plc), the launch of Nordea’s Finnish covered bond programme and new issuers in both the 

benchmark (Sp Mortgage Bank) and sub-benchmark segments (Bank of Åland and Hypo), 

the Finnish covered bond landscape has grown to a considerable size. 

Across the Nordic covered bond programmes, cover pools generally include only domestic 

assets. However, the legal frameworks allow for the inclusion of foreign assets, and 

currently two issuers (Danske Bank A/S and Stadshypotek) have set up cover pools 

including mortgage loans from the other Nordic countries. 

Currencies and monetary objectives 

Of the four Nordic countries, only Norway is not an EU member. However, only Finland 

has replaced its domestic currency, the Finnish mark, with the euro. Consequently, each 

Nordic country has its own currency: the Danish krone (DKK) in Denmark, Norwegian 

krone (NOK) in Norway, Swedish krona (SEK) in Sweden and euro (EUR) in Finland. 

Furthermore, monetary policy objectives in Denmark, Norway and Sweden vary. In 

Denmark, the currency is pegged to the euro, while in Norway and Sweden the central 

banks have inflation target objectives. As a result, interest rates develop differently. 

Consequently, growth in housing markets and changes in house prices may not be highly 

correlated; also, as interest rates can influence a debtor’s ability to service a mortgage, 

depending on the share of adjustable-rate mortgages, the credit quality of mortgage 

portfolios may not be correlated either. 

Finally, the industrial profile of each of these four countries varies. The Danish economy 

is dominated by service industries, the Finnish economy by traditional production 

industries and the Norwegian economy is still reliant on oil and gas production, while the 

Swedish economy is dominated by production of consumer investment goods.  
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Danish Covered Bonds 
Overview 

Covered bonds issued out of Denmark fall into two categories: traditional Danish mortgage 

bonds (the pure pass-through product) and euro-style covered bonds in a jumbo format 

(similar to what we see in euroland). The pass-through products are tapped on a daily basis 

in the domestic market and form one of the largest residential covered bond markets in 

Europe. Currently, only Danske Bank has established a euro medium-term note (EMTN) 

covered bond programme and issues euro-style covered bonds. 

Danish covered bonds are an interesting asset class for various reasons. The bonds are 

issued under a strong mortgage act and the more than 200-year old Danish credit system 

has survived several occasions of economic and political turmoil. The level of repossessed 

dwellings and loans in arrears has been very low – even in periods of significantly falling 

house prices. Danish covered bonds are rated ‘AAA’ by S&P and offer a pickup relative to 

other European ‘AAA’-rated covered bonds. The liquidity of the short-dated non-callable 

covered bonds is good and at times better than the liquidity of Danish government bonds. 

Danish covered bonds offer an excess pickup 

Looking at the 29 August 2018 spread levels for Danish and other European covered bonds, 

Danish covered bonds trade tighter than European peers when looking solely at the spreads 

versus the local swap curves (e.g. by some 15bp when comparing DKK non-callable covered 

bonds vs DKK6M with Swedish EUR covered bonds vs EUR6M). However, if the (local) 

ASW spread against CIBOR is basis swapped into EURIBOR (or alternatively buying a 

Danish bond in combination with an FX hedge), Danish covered bonds offer a pickup 

relative to core/semi-core European covered bonds. 

Chart 4. ASW DKK3M 
 

Chart 5. Cross-currency swap – 

DKK3M EUR3M 

 
Chart 6. ASW EUR3M (basis swapped 

ASW DKK3M) 

 

 

 

 

 

Source: Danske Bank  Source: Danske Bank  Source: Danske Bank 

Spreads between Danish covered bonds and EUR covered bonds have decreased in recent 

years because of general tightening of the spread against DKK swaps in combination with 

negative cross-currency basis swap spreads between DKK and EUR. More recently, 

however, Danish non-callable covered bonds have widened vs DKK swaps. 

-40

-20

0

20

40

60

14 15 16 17 18

1Y Flex
3Y Flex
5Y Flex -0.8

-0.7

-0.6

-0.5

-0.4

-0.3

-0.2

-0.1

14 15 16 17 18

1Y
3Y
5Y

-20

0

20

40

60

80

14 15 16 17 18

1Y Flex

3Y Flex

5Y Flex



 

6 |     Nordic Covered Bond Handbook https://research.danskebank.com 
 

 

  

Chart 7. ASW EUR3M for a small selection of European 

covered bonds with maturity in 2022 

 
Chart 8. ASW EUR3M relative to BPV for a selection of 

European covered bonds as of 29 August 2018 

 

 

 

Source: Danske Bank  Source: Danske Bank 

Currently, Danish non-callable interest-reset bonds basis swapped to 6M EURIBOR trade 

offer a pick-up of around 5bp versus Norwegian and Swedish peers, and some 10-15bp 

versus euro-zone covered bonds in 2022 maturities. 

Background 

Despite Denmark having a long and internationally recognised tradition of funding 

residential and commercial properties by issuing mortgage bonds, in May 2007 a proposal 

for a new Mortgage Act was passed, which became effective on 1 July 2007. Executive 

orders concerning the Mortgage Act were passed shortly afterwards. 

The main reasons for amending the Danish Mortgage Act were to ensure that Danish 

covered bonds complied with the EU Capital Requirement Directive (CRD) – and therefore 

qualified for preferential risk weighting – and to abandon the specialist banking principle. 

This enabled Danish universal banks to access attractive covered bond funding. 

To meet its purpose, the amendment introduced different bond types, three of which could 

be called covered bonds as they fulfilled UCITS and CRD. 

 SDO – særligt dækkede obligationer. 

 SDRO – særligt dækkede realkreditobligationer. 

 Realkreditobligationer issued before 31 December 2007. 

SDO, SDRO and Realkreditobligationer issued before 31 December 2007 are all classified 

as covered bonds and are CRD compliant and thus carry low risk weights. The single 

difference between the SDOs and SDROs is that SDROs may be issued by specialist 
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mortgage banks. 

Finally, the amendments allowed the MCIs to issue Realkreditobligationer but 

Realkreditobligationer issued after 31 December 2007 are not CRD compliant and high risk 

weights apply for these bonds relative to SDOs/SDROs. Furthermore, the amendments 

gave the MCIs as well as the universal banks the possibility of issuing under two different 

balance principles. 

 The specific balance principle, where there is a close link between the loan to the 
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The two specialised mortgage banks Nordea Kredit and Realkredit Danmark, which are 

owned by the two large banks Nordea and Danske Bank, respectively, are the only ones 

that issue covered bonds in the SDRO format and adhere to the specific balance principle. 

The specialist agricultural mortgage bank DLR Kredit also adheres to the specific balance 

principle. The message from these issuers is therefore clear: they are sticking to their 

traditional pass-through mortgage business. 

Table 2. Danish issuer positions 

Issuer Type Balance principle Main issuing principle 

Danske Bank SDO General principle Euro style, syndication 

DLR Kredit SDO Specific principle Pass through, tap or auction 

Jyske Realkredit SDO General principle Pass through, tap or auction 

Nordea Kredit SDRO Specific principle Pass through, tap or auction 

Nykredit/Totalkredit SDO General principle Pass through, tap or auction 

Realkredit Danmark SDRO Specific principle Pass through, tap or auction 
 

Source: Danske Bank 

Jyske realkredit and Nykredit/Totalkredit have opted for the general balance principle and 

issue covered bonds in the SDO format, as does DLR Kredit. The primary reasons for doing 

this are to have the option to carry out joint funding, to benefit from the slightly more 

flexible balance principle and to have the option to include a broader range of collateral in 

the cover pool. In addition, Jyske Realkredit uses the flexibility under the general balance 

principle to finance DKK mortgage loans by issuing syndicated non-callable EUR 

benchmark covered bonds, using derivatives to hedge market risks. 

The traditional Danish mortgage banks still rely on daily tap issuance as well as two to four 

refinancing auctions per year. Not being a specialist mortgage bank, Danske Bank is 

allowed to issue only covered bonds in the form of SDOs and, being a universal bank, the 

general balance principle within the ALM suits it best. 

Key elements of the legal framework 

Danish mortgage banking is supported by restrictive and detailed regulations designed to 

protect covered bond investors. Mortgage banking in Denmark is regulated subject to the 

general Financial Business Act, the specific Mortgage-Credit Loans and Mortgage-Credit 

Bonds Act and a number of Ministerial Orders. 

The structure of the issuer is not restricted to specialist mortgage credit institutions, as 

universal banks can also obtain a licence to issue covered bonds. However, the activity of 

mortgage banks is confined to mortgage lending based on the issuance of covered bonds 

and they are prohibited from granting loans that do not meet the eligibility criteria imposed 

by legislation. Similarly, the sources of funding are confined to issuing covered bonds, i.e. 

collecting deposits is not an applicable source of funding for Danish mortgage banks. 

Cover assets are subject to restrictive eligibility criteria, including LTV limits and 

valuation of property requirements laid down in the legislation. For SDOs and SDROs, 

mortgage banks and commercial banks must ensure continuous compliance with LTV 

criteria – not just at the time when the loan is granted, as is the case for ROs. Ships are not 

eligible for SDROs but are typically funded by Danish Ship Finance under the Act on a 

ship finance institute. However, universal banks issuing SDOs may also include ships as 

collateral assets. 
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Table 3. Eligibility criteria for mortgage loans 

 RO SDO/SDRO 

Collateral assets Real property, public loans Real property, public loans, derivatives and substitute assets 

LTV calculations At time of granting  the loan Frequency to comply with FSA recommendations 
 

Source: Danish FSA, Danske Bank 

Mortgage banks must provide supplementary security to bond investors if the value of 

mortgaged properties falls and the LTV ratios of loans exceed the stipulated LTV limits. This 

requirement applies on a permanent basis to SDOs but not to ROs. Because of the SDO 

legislation, mortgage banks have to issue junior covered bonds, using the proceeds to provide 

security for loans secured on properties that are subject to considerable price declines. 

Table 4. Eligibility criteria for mortgage loans – maximum LTV 

Property type RO SDO/SDRO 

Private residential property 80% 80% (75%*) 

Residential rental property 80% 80% (75%*) 

Office and shop property 60% 60% (70%**) 

Industrial property 60% 60% (70%**) 

Agricultural property 70% 60% (70%**) 

Loans covered by municipal guarantee 80-100% 80% 
 

* The maximum LTV is 75%, if the loan has a 30Y year interest-only period 

** The maximum LTV can be raised to 70%, if supplementary collateral is provided of no less than 10% for the 

part of the loan that exceeds 60% of the value of the property 

Source: Danish FSA, Danske Bank 

The legal requirements for asset-liability management are based on the balance 

principle, which restrictively regulates the market risk exposure of Danish covered bond 

issuers. The principle imposes a number of tests, which must be passed at all times. Issuers 

must adhere to either the general balance principle or the specific balance principle. 

Table 5. Balance principles 

 General principle Specific principle 

Payments definition Payment may include margins Payments excluding margins 

Interest risk Risk limit 1%1 +2%2 of OC: +/-100bp parallel shift Risk limit 1% of OC: +/-100bp parallel shift and twist 

 Risk limit 5%1+10%2 of OC: +/-100bp twist and +/-250bp shift  

 50% offset of EUR interest-rate risk No offset of EUR interest rate risk 

Exchange rate risk Risk limit 10% of overcollateralisation (OC) Risk limit 0.1% of OC 

 +/-10% shift in EU currencies Currency indicator II 

 +/-50% shift in other currencies  

Option risk Risk limit 0.5%1+1%2 of OC Perfect hedge required 

 +/-100bp shift in volatility (vega)  

Liquidity risk Deficits in interest payments may not exceed OC within 12M 

NPV surplus of all future payments 

Deficits in total payments limited to: 

- 25% of OC in year 1-3 

  - 50% of OC in year 4-10 

  - 100% of OC from year 11 
 

1. Percentage of the capital adequacy requirement 

2. Percentage of the additional excess cover for mortgage banks 

Source: Danish FSA, Danske Bank 

The balance principle is enforced by the Danish FSA. If a mortgage bank does not pass the 

tests, the FSA must be informed immediately. In addition, mortgage banks must report their 

market risk exposure to the FSA on a quarterly basis. 
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Overcollateralisation (OC) for mortgage banks is defined in applicable EU Directives, i.e. 

the capital base of mortgage banks must be a minimum of 8% of the risk exposure amount 

(REA). In addition, the common equity tier 1 capital (CET1) and the tier 1 (T1) must be at 

least 4.5% and 6.0%, respectively, of the risk exposure amount. In addition, Danish 

mortgage banks must also comply with the following three capital buffer requirements. 

 Capital conservation capital buffer equal to 2.5% of the risk exposure amount. 

 Discretionary counter-cyclical capital buffer of up to 2.5% of the risk exposure amount 

during periods of high credit growth. The discretionary counter-cyclical capital buffer 

is currently 0% in Denmark. 

 The systemic capital buffer applies only to systemically important financial institutions 

(SIFIs) and is set according to the degree of systemic importance for the different 

financial institutions. 

Danish mortgage banks are required to establish a debt buffer equal to 2% of their total 

(unweighted) mortgage lending. This buffer must represent an extra buffer on top of current 

capital requirements and capital buffers. The buffer may consist of excess capital relative 

to current capital requirements and capital buffers. In addition, the banks may use senior 

(unsecured) debt or, put in another way, a new form of senior debt with terms different 

from current JCBs/senior debt. The capital instruments must have an original maturity of 

at least two years and appropriate maturity diversification. 

The bankruptcy regulation specifies detailed guidelines, which must be observed in a 

bankruptcy scenario. The key points of the guidelines are as follows. 

 A trustee will be appointed by the Danish FSA to manage all financial transactions of 

the mortgage bank. 

 The trustee will be instructed to meet all payment obligations on covered bonds issued 

in due time notwithstanding a suspension of payments of the mortgage bank. 

 All new lending activities of the mortgage bank will be ceased. 

 The trustee has the option of issuing refinancing bonds for the refinancing of maturing 

covered bond debt. Refinancing debt will comprise the bankruptcy privilege on equal terms 

with covered bond debt. The trustee has the further option of issuing unsecured debt. 

 Payments on loans will not be accelerated. Hence, payments from borrowers will fall 

due according to the original payment scheme. 

 The trustee may not pay other creditors before all payment obligations on issued 

covered bonds have been met in full. 

The guidelines have been thoroughly investigated by Moody's and Standard & Poor’s. They 

have concluded that the guidelines provide for a sufficient protection of covered bond 

investors in a bankruptcy scenario and therefore the chances of a Danish covered bond 

bankruptcy are remote. 

Legislation addressing refinancing risk 

On 1 April 2014, a new law aimed at reducing refinancing risk towards borrowers and 

mortgage banks came into force. Initially, it covered loans where the refinancing period of the 

underlying bonds was up to 12 months (FlexLån® F1 loan). For loans where the refinancing 

period of the underlying bonds is more than 12M, the law came into force on 1 January 2015. 

The law applies to non-callable bullets, short- and medium-term capped floaters and floaters. 
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The new law transfers the refinancing risk from the borrowers/mortgage banks to the 

investor. The law centres on two main triggers. 

 Interest-rate trigger. If the yield level at a refinancing auction rises by more than 

500bp within one year and the underlying bonds have a maturity of up to two years 

after refinancing, the maturity will be extended by one year. The yield of the extended 

bond will be the yield level on a corresponding bond traded 11-14 months earlier plus 

500bp. A maturity extension triggered by a rise in the yield level of 500bp is limited to 

one year. For floating-rate bonds, the interest rate at the refinancing of a mortgage loan 

cannot be fixed at a rate more than 500bp above the most recently fixed interest rate. 

The interest rate must remain unchanged for 12 months or until the next refinancing 

unless a lower interest rate is fixed within the said 12 months or before the next 

refinancing. The ‘interest-rate trigger’ element applies only to loans where the 

refinancing period of the underlying bonds is 24 months or less. 

 Failed auction trigger. If a mortgage bank is unable to sell its bonds at a refinancing 

auction, the maturity of the underlying bond will be extended by one year. If the 

mortgage bank is still unable to sell the bonds the following year, the maturity of the 

bond will be extended by one year every year until the mortgage bank is able to sell the 

bonds in the market or the loans mature. If a mortgage bank is unable to sell its bonds 

at a refinancing auction and the maturity is extended by one year, the yield of the 

maturity-extended bond will be the yield level on the following. 

1. A corresponding bond traded 11-14 months earlier plus 500bp if the maturity is less 

than or equal to 24 months. 

2. A corresponding bond with a maturity of 11-14 months traded 11-14 months earlier 

plus 500bp if the maturity is more than 24 months. 

If the mortgage bank is still unable to sell the bonds in the market after the first maturity 

extension, the yield will remain unchanged. Applying the yield level on a corresponding 

bond with a maturity of 11-14 months traded 11-14 months earlier enables the mortgage 

bank to reuse the bond series up until the maturity of the bond becomes less than 24 

months. This is an important feature, as it improves the liquidity significantly for bonds 

with a maturity of more than 24 months. 

If a mortgage bank is under resolution and the maturity is extended under the failed auction 

trigger, the coupon is fixed at a variable reference rate (for example 12M Cita) plus up to 

500bp, for one year at a time. However, if the Trustee is still able to issue bonds, there will 

be no activation of the triggers. 

If capped floaters and floaters are extended due to the law, the timing of the extension 

becomes important when fixing the new interest rate on the bond. What happens next 

depends whether the maturity extension is triggered at fixing at refinancing. 

 Fixing: the fixed interest rate will remain unchanged for a minimum of 12 months 

unless a lower interest rate is set within these 12 months. 

 Refinancing: the fixed interest rate will remain unchanged for a minimum of 12 months. 

The transferring of the refinancing risk to the investors means investors have to price in 

both the risk of a pronounced rise in yields and the risk of a ‘failed’ auction. 
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The interest rate trigger and failed auction trigger as described in the above apply only to 

covered bonds issued by a mortgage bank. To ensure that retail banks do not have a 

competitive advantage by being able to issue covered bonds without an interest rate trigger, 

retail banks’ issuance of covered bonds must have a maturity of more than 24 months. 

Hence, as of 1 January 2015, retail banks, for example, Danske Bank can issue only covered 

bonds with a minimum maturity of 24 months. 

In the event that a retail bank is unable to replace covered bonds at maturity by a new issue 

of covered bonds, it will be possible for the bank to repay the principal of the matured 

bonds from other sources of funding, e.g. deposits. Hence, the refinancing risk for banks is 

primarily relevant in a winding up situation where there is no access to other sources of 

funding. In this case, there would be a maturity extension of one year at a time. 

Legislative developments in 2018 

As of 1 January 2018, households with mortgages at or above four times income and an 

LTV above 60% will have fewer mortgage types available. These households will not be 

able to obtain floating rate mortgages with reset intervals less than five years. Further, 

interest-only is only available to these households as fixed-rate mortgages. The purpose of 

the new legislation is to avoid providing the most risky loans to the most fragile borrowers. 

As of July 2018, Danish mortgage banks have been selling government guaranteed non-

callable mortgage bonds (aka Flex Gold). The bond proceeds are used for financing of 

social housing. With the introduction of this new bond, the supply of Danish mortgage 

bonds will be decrease. As of end of Q3 18, DKK18.8bn worth of Danish mortgage bonds 

had been remortgaged and remortgaging will continue in years to come. 

Outlook for the Danish housing market 

The following text is an excerpt from the June 2018 edition of Nordic Outlook 

The housing market is in fine shape with rising prices across most of the country. The 

opening months of the year saw sharp increases in the price of houses on the back of general 

economic growth, rising household incomes and very low interest rates. 

Following significant price increases in the first few months of 2018, we expect growth to 

slow somewhat. This should be seen against the tightening of lending practices on 1 January 

2018 seemingly having the desired effect, as far fewer borrowers with high levels of debt 

are now taking out adjustable rate or interest-only loans compared with 2017. There is also 

some indication that housing market activity slowed a little in 2018, for example in the 

Copenhagen apartment market. This suggests a slowdown in price growth and actual price 

falls cannot be ruled out in that market. However, we do not expect the slowdown to be 

particularly pronounced and a more subdued pace of growth in the apartment market would 

be welcome after several years of soaring prices. 

Gradually rising long-term interest rates in 2019 would put something of a dampener on 

price growth compared with 2018. However, there is little prospect of the rise in interest 

rates being significant enough to derail housing market growth. Down the line, we expect 

those areas where prices have risen most to react most strongly to increases in interest rates. 

New construction will also eventually put a dampener on price growth. The number of new 

homes has accelerated in recent years, with the number of apartments completed in 2017 

matching that in 2007. Construction is most buoyant in the major towns and cities, with 

many new apartments, in particular, being built. We expect the pace of construction to 

remain high despite the latest new home start figures pointing to a slowdown in 

Chart 9. House prices rising steadily, 

apartment prices likely to slow 

 
Source: Statistics Denmark, Macrobond Financial 

 

Chart 10. Decent sales activity 

despite decline after tighter lending 

practices 

 
Source: Statistics Denmark, Macrobond Financial 
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construction activity. This is likely to be due to major data quality issues, as other indicators 

indicate continued growth. 

Overview of cover pools, ratings and maturity structures 

Table 6. Capital centres and cover pool overview as of Q1-Q2 18 

 

 

Table 7. Rating overview as of Q2 18 

 Ratings (Moody’s/S&P/Fitch) Moody’s S&P Fitch 

 Covered bond Issuer/parent C-score/TPI leeway Unused uplift PCU/IDR uplift 

Danske Bank (C) -/AAA/AAA A1/A(p)/A  0 notches NA/2 notches 
Danske Bank (D) -/AAA/AAA A1/A(p)/A  1 notches NA/2 notches 
Danske Bank (I) -/AAA/AAA A1/A(p)/A  0 notches NA/2 notches 
DLR Kredit (B) -/AAA/- -/A-(p)/-  2 notches  
Jyske Realkredit (E)  - /AAA/- -/A-(p)/-  2 notches  

Nykredit (E) -/AAA/- -/A(p)/A  2 notches  

Nykredit (H) -/AAA/- -/A(p)/A  3 notches  

Nordea Kredit (CC 2) Aaa/AAA/- Aa3/AA-/AA- 12.3%/6 4 notches  

Realkredit (S) -/AAA/AAA -/-/A  3 notches 6/0 

Realkredit (T) -/AAA/AA+ -/-/A  3 notches 6/0 
 

Source: Moody’s, Standard & Poor’s, Fitch, Danske Bank 

 

  

Danske Bank (D) Danske Bank (I) Danske Bank(C) DLR Kredit Jyske Realkredit (E)

Cover pool (DKK bn) 22 108 47 163 308

Over-collateralisation 10.5% 11.5% 19.8% 16.7% 5.6%

Average loan size (DKK)* 545,857                                    1,174,031                                 10,187,797                              1,830,000                                 1,822,247                                 

WA indexed LTV* 52% 56% 52% 68% 60%

Interest-only loans 73% 38% 26% 40% 46%

Fixed-rate loans 1% 33% 36% 20% 68%

NPL (>90 days) 0.00% 0.00% 0.00% 0.00% 0.18%

Geography 22% Sweden, 78% Norway 55% Sweden, 45% Norway

- Copenhagen area 36% - - 5% 46%

- Remaining Zealand and Bornholm 14% - - 14% 12%

- Northern Jutland 6% - - 22% 7%

- Eastern Jutland 18% - - 30% 20%

- Southern Jutland and Funen 25% - - 28% 14%

Residential 100% 100% 29% 17% 81%

Public sector 0% 0% 0% 0% 0%

Commercial 0% 0% 71% 69% 12%

Substitute assets 0% 0% 0% 14% 5%

Other 0% 0% 0% 0% 3%

Nordea Kredit Nykredit (E) Nykredit (H) Realkredit (S) Realkredit (T)

Cover pool (DKK bn) 454 395 641 267 519

Over-collateralisation 9.4% 3.3% 3.4% 6.8% 7.1%

Average loan size (DKK)* 1,360,000                                 1,259,489                                 1,332,959                                 1,240,250                                 1,264,860                                 

WA indexed LTV* 63% 66% (unindexed) 67% (unindexed) 61% 62%

Interest-only loans 46% 31% 67% 24% 55%

Fixed-rate loans 41% 96% 0% 97% 0%

NPL (>90 days) 0.25% 0.08% 0.21% 0.07% 0.47%

Geography

- Copenhagen area 40% 26% 27% 42% 42%

- Remaining Zealand and Bornholm 18% 12% 12% 17% 16%

- Northern Jutland 4% 15% 14% 6% 6%

- Eastern Jutland 22% 25% 25% 18% 18%

- Southern Jutland and Funen 16% 22% 21% 18% 18%

Residential 65% 89% 77% 72% 56%

Public sector 0% 0% 0% 0% 0%

Commercial 20% 8% 20% 21% 37%

Substitute assets 15% 3% 3% 6% 7%

Other 0% 0% 0% 0% 0%

Source: Company data
* Only residential mortgages
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Danske Bank 

 

Company profile 

Danske Bank A/S (Danske Bank) is part of the Danske Bank Group, which also includes 

the wholly-owned subsidiaries Realkredit Danmark (one of the largest Danish mortgage 

credit institutions) and Danica Pension (a leading Danish life insurance company). 

Danske Bank is the largest bank in Denmark, where it operates 95 branches and holds 

market shares in deposits and lending of 29% and 27%, respectively (Q2 18 figures). 

However, the group also has a significant international presence, operating in 16 countries. 

In addition to Denmark, Danske Bank is one of the largest banks in Northern Ireland and 

Finland and has challenger positions in Sweden and Norway. 

Danske Bank provides a wide range of banking products and services to retail, corporate 

and institutional clients. Taking effect in May 2018, the bank changed its organisation, 

structuring its banking units to become more country focused. The bank’s previous 

Personal and Business banking units have been merged into country organisations within 

two units: Banking Denmark and Banking Nordic. Corporates & Institutions, Wealth 

Management and Northern Ireland are largely unchanged. Furthermore, the group also 

reports a non-core division (which is being wound up) and other activities (group treasury, 

group support functions and eliminations). 

As of Q2 18, Danske Bank reported total lending of DKK1,748bn before loan impairment 

charges. Of this amount, Personal Banking and Business Banking exposures in Denmark 

accounted for 51%, followed by Personal Banking and Business Banking exposures in 

Sweden (13%), C&I (10%), Norway (10%) and Finland (9%). Total credit exposures 

amounted to DKK2,471bn, of which personal customers accounted for 38%, followed by 

commercial property (12%), public institutions (11%) and non-profit/associations (7%). 

Danske Bank’s issuer ratings from Moody’s, S&P and Fitch are ‘A1’ (stable), ‘A’ (positive) 

and ‘A’ (stable), respectively. In April, S&P revised the outlook on Danske’s senior 

unsecured rating to positive from stable (reflecting expectations of a build-up in bail-in-able 

senior debt), while Moody’s changed its outlook to stable from negative in May (due to 

expected steady financial performance as well as the planned issuance of bail-in-able debt). 

Covered bonds issued out of cover pools D, I and C are rated AAA by S&P and Fitch. 

Financial performance 

In 2017, Danske Bank Group posted pre-tax profits from core activities of DKK26.3bn, an 

increase of 3.7% since 2016. Total income amounted to DKK48.1bn, largely the same as 

in 2016. Net interest income was up by 6% and net fee income was up by 8%, while net 

trading income decreased 9% and other income decreased 49% (note, however, that the 

2016 figures benefited from the sale of domicile properties). Lending growth offset the 

competitive pressure on margins. Operating expenses decreased 2% despite increasing 

costs for regulatory compliance. The decrease was the result of cost efficiencies across 

market areas. At the end of 2017, the total capital ratio was 22.6% (2016 21.8%) and the 

CET 1 capital ratio was 17.6% (2016 16.3%). Danske Bank has set two capital targets: a 

total capital ratio of around 19% and a CET1 capital ratio target range of 14-15%. Danske 

Bank has met these targets since the end of 2012. 

Table 8.  Ratings for cover pools D/I/C 

(M/S&P/F) 

Covered bond rating 

(all three cover pools) -/AAA /AAA 

Issuer rating A1 / A(p) / A 
S&P unused notches 

(cover pools D/C/I) 

1 / 0 / 0 

 

Source: Moody’s, Standard & Poor’s, Fitch, Danske 

Bank 

 

Table 9.  Financial information (group) 

DKKm 2017 2016 2014 

Net interest income 23,430 22,028 34,607 
Fees & commissions 15,304 14,183 9,814 

Net trading income 7,823 8,607 9,720 

Loan impair. charges -873 -3 11,553 
Profit before tax 26,288 25,357 7,969 

Cost/income ratio 47.2% 47.2% 72.1% 

CET 1 capital ratio 17.6% 16.3% 15.1% 
Total capital ratio 22.6% 21.8% 19.3% 

 

Source: Danske Bank Annual Report 2017 

 
 

Table 10. More information 

Bond ticker DANBNK 
Website www.danskebank.com/ir 

 

Source: Danske Bank 
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In 2017, suspicion arose that Danske Bank in Estonia may have been used for money 

laundering related to the branch’s now closed-down non-resident portfolio. In May 2018, 

the group received eight orders and eight reprimands from the Danish FSA regarding 

management and governance in relation to the AML case, including increased capital 

requirements. Separately, the group launched its own comprehensive investigation into the 

matter in 2017, which it expects to be concluded in September 2018. Furthermore, in a 

recent development, on 6 August 2018 the Danish Public Prosecutor for Serious Economic 

and International Crime (SØIK) decided to launch an investigation in relation to the case. 

Funding profile 

Danske Bank has a well-diversified funding platform including a solid deposit base. Much 

of the lending consists of Danish mortgages, financed by Realkredit Danmark (RD) pass-

through covered bonds. However, the group also issues covered bonds under the Danske 

Bank name in SDO format under the Danish Covered Bond Act, as well as through 

subsidiaries in Finland (Danske Mortgage Bank Plc) and Sweden (Danske Hypotek). 

Within its EUR30bn SDO covered bond programme, Danske Bank has three active cover 

pools, which it uses to issue covered bonds directly on its balance sheet. Cover pool D 

(‘domestic’) comprises 100% Danish residential mortgages, while cover pool I 

(‘international’) and C (‘combined’) include Norwegian and Swedish mortgages originated 

by Danske Bank. Cover pool I is purely residential but is undergoing a structural change, 

as Swedish mortgages are being migrated into the cover pool of Danske Hypotek, and the 

cover pool will thus over time comprise purely Norwegian assets. Cover pool C contains a 

mix of residential and commercial mortgages, originating from both Sweden and Norway. 

Swedish residential-like assets may migrate from cover pool C into the Danske Hypotek 

cover pool after 2020. Danske Bank issues covered bonds in EUR benchmark format out 

of cover pool I and cover pool C. The issuer expects to continue doing so on a regular basis, 

although cover pool I will be partly dedicated to NOK funding. 

Cover pool and asset quality 

As of 30 June 2018, cover pool D totalled DKK21.8bn and consisted exclusively of 

Prioritet Plus mortgage loans, which offer the borrower the flexibility to draw down 

partially or repay amounts held in a dedicated savings account. In a bank default scenario, 

the borrower cannot set off the deposit account against its loan account, thus protecting 

bondholders against set-off risk. The underlying assets are residential properties in 

Denmark (92% primary homes, 8% secondary homes). 

Cover pool I amounted to DKK107.8bn and comprised 78% Norwegian and 22% Swedish 

mortgages. The underlying properties are mostly owner occupied (96%), as well as a small 

proportion of holiday homes (4%). The majority of mortgages are floating rate (67%) and 

63% are non-amortising. Overcollateralisation was 12%. 

Cover pool C stood at DKK47.4bn and comprised Swedish and Norwegian floating-rate 

mortgage assets – consisting mainly of offices (42%), rental housing (23%) and properties 

used for manufacturing industries (16%). The 4,569 loans in cover pool C, which 

corresponds to an average loan size of DKK10.4m, reflect the more business-oriented 

nature of the pool relative to cover pools D and I. 

Loans in arrears (over 90 days) are not allowed in any of the cover pools. Furthermore, 

Danske Bank commits to a voluntary minimum overcollateralisation of 2% (agreed with 

the Danish FSA). Approval of mortgages by Danske Bank is based on a strict credit policy, 

identical to that of Realkredit Danmark. 

 

Table 11. Funding sources  (Q1 18, 

excl. RD pass-through covered bonds) 

Deposits 57% 
Covered bonds 12% 
Senior unsecured 7% 
Interbank deposits 9% 
CD & CP 7% 
Repos (net) -2% 
Subordinated debt 1% 
Equity 9% 

 

Source: Danske Bank Debt Investor Update Q1 18 

 

Table 12. Cover pool information (D, I, 

C) 

Cover pool D DKK21.8bn 

  Res. mtg. loans 100% 
Average loan size DKK546,000 
Overcollateralisation (committed) 10.5% (2%) 
WA indexed LTV 52.1% 
Arrears (>90 days) None 
Floating rate 99.2% 
Interest-only loans 72.5% 

Geography 100% Denmark 
- Greater Copenhagen 35.7% 
- South Denmark 25.3% 
- Central Jutland 18.3% 
- Remaining Zealand 14.5% 
- North Jutland 6.1% 

Asset type 100% residential 
- Owner-occupied 92.4% 
- Second home 7.6% 

 

 

Cover pool I DKK107.8bn 

- Res. mtg. loans 100% 
Average loan size DKK1,174,000 
Overcollateralisation (committed) 11.5% (2%) 
WA indexed LTV 55.9% 
Arrears (>90 days) None 
Floating rate 66.8% 
Interest-only mortgages 37.6% 

Geography  
- Norway 77.8% 
- Sweden 22.2% 

Asset type  
- Owner-occupied 95.8% 
- Second home 4.2% 

 

 

Cover pool C DKK47.4bn 

- Res. mtg. loans (R) 29% 
- Com. mtg. loans (C) 71% 

Average loan size (R/C) DKK10m/DKK10m 
Overcollateralisation (committed) 19.8% (2%) 
WA indexed LTV (R/C) 51.8%/54.8% 
Arrears (>90 days) None 
Floating rate (R/C) 23.9%/40.1% 
Interest-rate only (R/C) 9.3%/38.5% 

Geography (% of total)  
- Sweden (R/C) 21.2%/33.5% 
- Norway (R/C) 7.3%/36% 

Property type  
- Offices and businesses 42% 
- Private rental 23% 
- Manufacturing 
industries 

16% 

- Agriculture 7% 

- Co-operative housing 5% 
- Other 6% 

 

Source: Danske Bank ECBC template, June 2018 
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DLR Kredit 

Company profile 

Dansk Landbrugs Realkreditfond (DLR) is a Danish mortgage lender, specialising in 

agricultural and commercial mortgages. DLR was founded in 1960 on the initiative of the 

banks and savings banks associations (now the Danish Bankers Association). DLR’s 

formation was driven by farmers’ requirements for long-term capital in the 1950s, which were 

covered only partially by first- and second-lien mortgage banks. The lack of funding resulting 

from the hesitant lending policies of first- and second-lien mortgage banks led in part to the 

establishment of DLR, which was allowed to operate with a loan-to-value ratio of 70% of 

DLR’s valuation of the mortgaged property. 

Between its establishment in 1960 and 1 July 2000, DLR operated on its own individual 

legal basis pursuant to the DLR Act. DLR’s exclusive right to grant loans based on an LTV 

ratio of 45-70% was abandoned from 1 January 1999. It became subject to the Mortgage 

Credit Act as of 1 July 2000 and in 2001 it became a company limited by shares. 

DLR is owned by 58 local and national banks that collaborate with DLR and by Nykredit 

Realkredit A/S and PRAS A/S. DLR has no branch offices, as loans are distributed through 

the branch networks of DLR’s shareholder (owner) banks. 

DLR’s market share was 5.3% as at the end of 2017. However, for DLR’s main lending 

areas (agriculture, office and business properties, private rental housing properties and 

private co-operative housing properties), the market share was 15.7%. 

DLR has a ‘A-’ (positive) issuer rating from Standard & Poor’s and an ‘AAA’ covered 

bond rating (Capital Centre B and General Capital Centre). The issuer rating was upgraded 

by one notch in May 2017. Moreover, in July 2018, the outlook was raised from stable to 

positive. 

Financial performance 

For 2017, DLR reported pre-tax profit of DKK1,126m (up DKK87m compared with 2016). 

Net interest income increased marginally from DKK1,701m to DKK1.708bn. Loan losses and 

provisions were calculated as an income of DKK94m compared with an expense of DKK62m 

in 2016. This was due, in particular, to a net reduction in impairments (allowance account) of 

DKK77m, prompted by the better economic conditions prevailing in parts of the agricultural 

industry in 2017. The core capital ratio increased further, from 12.7% to 15.1%, reflecting the 

sale of treasury shares in H1 17. The total capital ratio improved from 14.3% to 15.9%. This is 

well above DLR’s target of 14.7% in 2018, rising to 15.5% in 2019 as the capital preservation 

and SIFI buffers are gradually phased in. 

DLR’s stock of repossessed properties was 14 at year-end 2017 versus 27 the year before. 

Business model and funding profile 

DLR is a specialist mortgage bank subject to supervision by the Danish FSA. It provides 

mortgages through the branch networks of its shareholder banks. In order to support the 

customer advisory services of the banks in connection with mortgage loans, DLR has 

developed an electronic communications system called DLRxperten. DLR has no branches 

itself. 

DLR grants loans against mortgages on real property in Denmark to finance agricultural 

property – including residential farms – and other commercial properties and co-operative 

 

Table 13. Ratings (M/S&P/F) 

Covered bond rating: -/AAA/- 
Issuer rating: -/A-(p)/- 

 

Source: Moody’s, Standard & Poor’s, Danske Bank 

 
 

Table 14. Financial info 

DKKm 2017 2016 2015   2009 

Net interest income 1,708 1,701 1,724   1,047 

Fees and commissions -257 -282 -217   -240 

Net gain/losses -172 -88 -330   -14 

Pre-provision income 1,032 1,101 969    

Loan impair. Charges -94 62 94   159 

Pre-tax profit 1,126 1,039 875   450 

Core capital ratio 15.1% 12.7% 11.5%   11.6% 

Total capital ratio 15.9% 14.3% 12.9%   11.7% 

Repossessed properties 14 27 26    
 

Source: DLR Kredit, Danske Bank 

 
 

Table 15. More info 

Bond ticker DLRKRE 

Website www.dlr.dk 
 

Source: DLR and Danske Bank 
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housing. DLR has also granted loans in Greenland since 2002 and the Faroe Islands since 

2009. 

DLR’s net lending totalled DKK3bn in 2017 and at the end of 2017 DLR’s loan portfolio 

amounted to a nominal DKK141bn. Around two-thirds of the portfolio consists of 

agricultural properties together with residential farms and owner-occupied dwellings, while 

one-third comprises commercial and co-operative housing properties. DLR offers interest-

reset loans (46%), fixed-rate callable loans (20%) and floating-rate loans (35%). All 

mortgages are based on the pass-through principle, meaning consumers have a delivery 

option on underlying bonds. Interest-reset loans are funded by issuing a portfolio of fixed-

rate, non-callable bonds, while other types of mortgages are funded individually by issuing 

bonds with exactly the same characteristics as the mortgages. 

DLR has a management agreement with all shareholder banks, which requires loan-

providing banks to put up an individual loan loss guarantee covering the riskiest part of 

each mortgage. At the start of 2015, DLR established a new, universal guarantee concept 

that covers all distributed loans irrespective of property type. The guarantee concept is still 

being implemented and will eventually cover DLR’s entire portfolio. Prior to 2015, DLR’s 

portfolio was covered by separate loan loss agreements depending on whether the loan was 

granted to the commercial or agricultural property segments. At the end of 2017, 95% of 

DLR’s total loan portfolio was covered by these guarantee concepts, including a 

government guarantee covering DKK0.3bn of the portfolio. 

Mortgage-backed covered bonds issued by DLR are divided into different cover registers 

(capital centres). According to the revised Mortgage Act, any new SDOs must be issued 

out of separate capital centres. By the end of 2007, DLR had closed and subsequently 

grandfathered the existing series in General Capital Centre, according to the CRD, with 

new SDOs issued out of Capital Centre B. 

Cover pool and asset quality 

As of Q1 18, DLR’s Capital Centre B totalled DKK163bn and consisted mainly of Danish-

based assets, distributed as 69% commercial mortgage loans, 17% residential mortgage 

loans and 14% substitute assets. All assets are geographically diversified, although there is 

some concentrated in Jutland. There are no non-performing mortgages included in the cover 

pool. 

Approval of mortgages by DLR is based on a strict credit policy. Only mortgages on 

properties stated in the Mortgage Act are allowed in the cover pool. The LTV ratio on each 

mortgage is monitored on an ongoing basis, while the borrower’s ability to pay is reviewed 

each month. 

Table 16. Cover pool info – CC B 

 

DLR Kredit DKK162.7bn 

- Residential mtg. loans 17% 

- Commercial mtg.  69% 

- Substitute assets 14% 

Overcollateralisation 16.7% 

Avg. loan size (R/C mtg.) 1.83m / 2.68m 

WA LTV (R/C mtg.) 68.4% / 52.3% 

Fixed-rate loans 19.7% 

Non-performing (R/C) None / None 

Interest-only loans 40.4% 

Geography 98.6% Denmark 

- Copenhagen area 5.3%% 

- Zealand (rest of) 13.6% 

- South Denmark 27.8% 

- Northern Jutland 21.8% 

- Eastern Jutland 30.2% 

- Jutland 51% 

- International 1.4% 

Asset type (residential)  

- Owner-occupied 22.6% 

- Private rental 64.9% 

- Subsidised 2.2% 

- Co-operative housing 10.2% 

  

Asset type (commercial) 

- Agriculture 77.2% 

- Office & retail 21.1% 

- Manufacturing 1.7% 
 

 

Source: Cover pool report Q1 18 from DLR, 

Danske Bank 

 

 



 

18 |     Nordic Covered Bond Handbook https://research.danskebank.com 
 

 

  

Jyske Realkredit 
Company profile 

Jyske Realkredit (formerly known as BRFkredit, henceforth BRF) is a Danish mortgage 

credit institution lending against collateral on owner-occupied homes, commercial 

properties and subsidised housing. BRF was established in 1959 as an independent business 

foundation authorised to grant third-lien mortgages but since amendments to the Danish 

Mortgage Credit Act in 1970 BRF was allowed to grant mortgage loans in general. 

Until 2014, BRF was an independent specialist mortgage bank wholly owned by 

BRFfonden, an independent business foundation. However, in April that year, a merger 

between BRF and Jyske Bank A/S took effect, whereby BRF became a wholly owned 

subsidiary of Jyske Bank A/S. In April 2018, further steps towards integrating with the 

parent bank were announced, including a change of BRF’s name to Jyske Realkredit, taking 

effect on 21 June 2018. 

Including Jyske Realkredit, Jyske Bank is the fourth-largest financial institution in 

Denmark. Jyske Realkredit has an 11% share of the total Danish mortgage market. Since 

1993, its lending has focused on private owner-occupied homes, private rental housing, 

non-profit housing and office and business properties. Jyske Realkredit has lending of 

c.DKK308bn (around EUR41.4bn) distributed between around 155,000 mortgage loans 

(end-2017 figures). The loan portfolio is composed mainly of loans on owner-occupied 

properties (51%), subsidised housing (16%), private rental (12%) and offices and business 

(11%). 

S&P has assigned Jyske Realkredit/BRF an issuer rating of ‘A-’. The rating was affirmed 

in April 2018 and simultaneously the outlook was revised to positive (previously stable). 

The latter reflects the positive outlook on Jyske Bank, of which S&P considers Jyske 

Realkredit/BRF a core subsidiary. According to the rating agency, the positive outlook on 

the parent bank reflects expected issuance of additional loss-absorbing capital (ALAC). 

Covered bonds (SDOs) issued out of Capital Centre E, as well as RO mortgage bonds 

issued from Capital Centre E and the General Capital Centre, all benefit from stable ‘AAA’ 

ratings from S&P. 

Financial performance 

Jyske Realkredit reported pre-tax profits of DKK1,131m in 2017, down some 13% on 2016. 

Net profit amounted to DKK886m (2016 DKK1,015m), corresponding to an average RoE 

of 6.2% (2016 8.3%). Looking at the individual components, margin income rose reflecting 

the growing portfolio, particularly within the personal client area. Other net income (mainly 

interest expenses for senior debt and internal interest on the portfolio of securities) was 

broadly unchanged, leading to a rise in net interest income to DKK1,821m (2016: 

DKK1,732m). Fee income rose on the discontinuation of certain discounts. Expenses were 

slightly higher (DKK851m versus DKK840m in 2016) due to severance costs following 

the mid-2017 organisational change. Core earnings rose some 8% to DKK1,284m. Jyske 

Realkredit recognised an amount of DKK202m under loan impairments, chiefly due to 

adoption of the group’s impairment model. Jyske Realkredit’s capital ratios increased in 

2017, reflecting an increase in share capital made in December of DKK2bn. The arrears 

rate (90 days) was 0.2% as at end-September 2017, down from 0.4% at the corresponding 

date in 2016. At the end of 2017, the portfolio of properties acquired through foreclosure 

was 37 properties (2016: 33). 

 

Table 17. Ratings (M/S&P/F) 

Covered bond rating -/AAA/- 

Issuer rating -/A-(p)/- 
 

Source: Moody’s, Standard & Poor’s, Fitch 

 
 

Table 18. Financial information – BRF 

DKKm 2017 2016 2015    2009 

Net interest income 1,821 1,732 1,979    1,730 

Fees and commissions 262 207 265    114 

Net gains/losses -67 -67      

Income from core op. 2,135 2,028 1,012     

Core expenses 851 840      

Pre-provision income 1,284 1,188      

Loan impair. charges 202 -32 103    2,125 

Operating profit 1,082 1,220 909    -858 

Pre-tax profits 1,131 1,299      

Cost-income ratio 39.9% 41.4%      

Core capital ratio 20.8% 19.0% 18.9%    13.3% 

Total capital ratio 20.8% 19.0% 19.1%    13.0% 

Arrears rate* 0.2% 0.4% 0.3%     

Repossessed properties 37 33      
 

*At end-September 2017 

Source: Jyske Realkredit, Danske Bank 

 
 

Table 19. More info 

Bond ticker BRF 

Website www.brf.dk 
 

Source: Jyske Realkredit, Danske Bank 
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Business model and funding profile 

Jyske Realkredit is a specialist mortgage bank subject to supervision by the Danish FSA. 

It offers mortgages through Jyske Bank A/S and several partnerships. Jyske Realkredit 

offers mortgages secured on properties in Denmark, specialising in those used for 

residential properties and office and shop premises. 

Mortgage-backed covered bonds issued by Jyske Realkredit are divided into different 

capital centres (cover pools). Bonds issued prior to 31 December 2007 were issued out of 

Capital Centre B and are grandfathered to the CRD. New ROs (Realkreditobligationer) are 

also issued from Capital Centre B but they do not comply with the CRD and hence do not 

get preferential treatment in terms of risk weighting. According to the revised Mortgage 

Act, any new SDOs must be issued out of separate capital centres and new SDOs are issued 

out of Capital Centre E. Jyske Realkredit adheres to the general balance principle. 

As the only Danish mortgage credit institute, Jyske Realkredit also issues Danish covered 

bonds under a joint funding agreement. The agreement enables financial institutions to fund 

private residential mortgage loans through Jyske Realkredit for a fee. The mortgages are 

funded through Jyske Realkredit’s SDO covered bond programme and must comply with 

the requirements of Danish mortgage finance legislation. Furthermore, the underwriting 

standards must comply with Jyske Realkredit’s policies. Following the merger in April 

2014, the joint funding agreements with Jyske Bank and Ringkjøbing Landbobank have 

continued. 

Since 2016, Jyske Realkredit has financed part of the mortgage loans under the joint 

funding agreements with bonds denominated in EUR. The currency and interest rate risks 

between the loans denominated in DKK and the bonds in EUR are fully hedged through 

swaps. As of August 2018, Jyske Realkredit/BRF had issued four EUR-denominated SDO 

bonds. See the table below. 

Table 21. EUR-denominated SDO bonds 

ISIN Name Outstanding amount Issue date 

XS1385173734 BRF 0.25 01APR2021 500,000,000 23-Mar-2016 
XS1435774903 BRF 0.25 01JUL2023 750,000,000 22-Jun-2016 
XS1514010310 BRF 0.50 01OCT2026 750,000,000 03-Nov-2016 
XS1669866300 BRF 0.375 01JUL2024 500,000,000 30-Aug-2017 

 

Source: Jyske Realkredit, Danske Bank 

Cover pool and asset quality 

At end-Q1 17, Jyske Realkredit’s Capital Centre E stood at DKK308bn, made up of 79.8% 

Danish-based residential mortgage loans and 12.4% commercial mortgages. The average 

LTV ratio was 59.9% on an indexed basis. Loans are well diversified; however, the 

majority of the properties (46.2%) are located in the Copenhagen area. Fixed-rate assets 

constitute 68.3% of the mortgage loans included in the cover pool. Substitute assets 

(DKK15.9bn) are predominantly exposures to credit institutions (90.8%). 

 

Table 20. Cover pool info – Capital 

Centre E 

Capital Centre E DKK308bn 

- Mortgages 79.8% 

- Commercial 12.4% 

- Substitute assets 5.2% 

- Other 2.6% 

WA LTV 59.9% 

Overcollateralisation 5.6% 

Fixed-rate loans 68.3% 

Interest-only loans 45.8% 

Geography Denmark 

- Copenhagen area 46.2% 

- Zealand & Bornholm 11.8% 

- Northern Jutland 7.2% 

- Eastern Jutland 20.0% 

- Southern Jutland & Funen 14.3% 

Asset type (residential mortgage loans) 

- Owner-occupied 60.0% 

- Second home 3.0% 

- Subsidised housing 16.6% 

- Private rental 14.7% 

- Multi-family 5.7% 

  

Asset type (commercial mortgage loans) 

- Retail 35.4% 

- Office 61.5% 

- Industry 2.9% 

- Other 0.2% 
 

Source:  Jyske Realkredit Investor Report Q1 18, 

Danske Bank 
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Nordea Kredit 

 

Company profile 

Nordea Kredit Realkreditaktieselskab A/S (Nordea Kredit) is a wholly-owned subsidiary 

of Nordea Bank AB (Nordea). Nordea is the result of a series of merges and acquisitions 

between Nordic banks taking place between 1997 and 2000, although the bank’s history 

can be traced back some 200 years.  

Today, Nordea is the largest banking group in the Nordics, operating within retail banking, 

corporate banking, asset management, life insurance, pensions and mortgage finance in 17 

countries. The bank has around 10m private and 700,000 corporate customers, holding 

leading positions in retail banking, corporate finance and savings management. The majority 

of earnings come from the core markets in the Nordic region. Nordea’s market position differs 

in each geographical market.  

Nordea Kredit began its mortgage activities in 1993. Initially, it provided lending only for 

residential properties and holiday homes but it now offers mortgage loans for all types of 

property. Nordea Kredit solely grants loans for properties in Denmark except for the Faeroe 

Islands and Greenland. It currently ranks as Denmark’s third-largest mortgage lender.  

Nordea operates through four main divisions (Personal Banking, Commercial & Business 

Banking, Wholesale Banking and Wealth Management) and the Group Functions & Other 

Centre. In 2017, Wealth Management contributed 29% of operating profit, followed by 

Personal Banking (28%), Wholesale Banking (19%), Commercial & Business Banking 

(16%) and Group Functions & Other (9%). 

Nordea has decided to re-domicile the parent company to Finland. The re-domiciliation is 

planned to be effective as of 1 October 2018. Nordea has stated that covered bond 

programmes will remain unaffected, in the sense that all covered bonds will continue to be 

issued from existing mortgage subsidiaries. 

Covered bonds issued by Nordea Kredit have ‘Aaa’ and ‘AAA’ ratings from Moody’s and 

S&P, respectively. Nordea Kredit itself is not rated, but the parent bank (Nordea) is rated 

‘Aa3’/‘AA-’/‘AA-’ by Moody’s/S&P/Fitch, respectively. Outlooks are stable, after S&P 

revised its negative outlook in May 2017. 

Financial performance 

Nordea Kredit reported operating profit of DKK2.2bn for 2017, marking a slight increase 

of 4% from 2016. Net interest income increased from DKK3.0bn to DKK3.3bn and loan 

losses increased slightly to DKK143m from DKK138m. The core capital ratio and the total 

capital ratio decreased from 31.8% and 35.3% as of 31 December 2016 to 29.7% and 

32.9%, respectively, as of 31 December 2017. 

The arrears rate (3.5 months) for residential properties and holiday homes for Nordea 

Kredit was 0.17% as at end-2017, unchanged from end-2016. The number of repossessed 

properties fell from 25 to 24. 

Business model and funding profile 

Nordea Kredit is a specialist mortgage bank subject to supervision by the Danish FSA. Its 

objective is to carry on business as a mortgage bank, including any kind of business 

 

Table 22. Ratings (M/S&P/F) 

Covered bond rating Aaa/AAA/- 

Issuer rating Aa3/AA-/AA- 
 

Source: Moody’s, Standard & Poor’s, Fitch 

 
 

Table 23. Financial info 

DKKm 2017 2016  2015 2009 

Net interest income 3,270 2,992  2,791 5,281 

Fees and commissions -585 -414  -223 1,693 

Loan impairment chg. -143 -138    

Pre-tax profit 2,242 2,152  1,913 3,027 

Net profit for the year 1,750 1,679    

Cost/income ratio 11.7% 11.3%  10.6% 50% 

Core capital ratio* 29.7% 31.8%  29.7% 10.2% 

Total capital ratio* 32.9% 35.3%  29.7% 11.9% 

Arrears rate** 0.17% 0.17%  0.17%  

Repossessed properties 24 25  35  
 

* Excluding Basel I floor 

** Arrears as a percentage of the scheduled Q1 

2018 and 2017 payments, 3.5 months after due 

date 

Source: Nordea Kredit, Danske Bank. 

 
 

Table 24. More info 

Bond ticker NDASS 

Website www.nordea.com 
 

Source: Nordea, Danske Bank. 
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permitted pursuant to the Danish Mortgage Act. All mortgages included in the cover pool 

are distributed through Nordea’s branch network and that of the real estate chain DanBolig. 

A management agreement exists between Nordea Kredit and Nordea, whereby Nordea 

provides a guarantee for the upper 25% of mortgage loans originated by the bank. For loans 

granted for non-profit housing, youth housing and housing for the elderly, there is only a 

10% guarantee. The guarantee period begins when the loan is disbursed or remortgaged. 

The former guarantee period of 10 years or five years for loans granted to owner-occupied, 

all-year and recreational dwellings changed to the lifetime of the loan on 9 December 2013. 

As at the end of 2017, guarantees from Nordea covered loans worth DKK370bn, of which 

guarantees amounted to DKK106bn. 

The management agreement between Nordea Kredit and Nordea also stipulates that the 

branch that originated the mortgage is responsible for all customer handling, and that 

Nordea Kredit receives all payments from customers directly. In turn, Nordea Kredit pays 

provisions to Nordea. 

The mortgages backing the covered bonds issued by Nordea Kredit are divided into 

different cover pools (capital centres). According to the revised Mortgage Act, new SDROs 

must be issued out of separate capital centres. Therefore, at the end of 2007, Nordea Kredit 

closed the RO Capital Centre 1 and subsequently grandfathered the existing series 

according to the CRD and new SDROs have been issued out of Capital Centre 2. Capital 

Centre 2 held 99% (DKK390bn) of the total mortgage book included in Nordea Kredit’s 

capital centres by end-June, while just 1% (DKK5bn) remained at Capital Centre 1. 

Cover pool and asset quality 

As at Q2 18, the Capital Centre 2 cover pool totalled DKK454bn, of which DKK390bn are 

Danish-based mortgage assets (77% residential and 23% commercial). Substitute assets 

account for DKK69bn, of which exposure to credit institutions makes up DKK54bn. Of the 

residential mortgages included in the cover pool, the bulk (84%) is secured on owner-

occupied properties. 

 

 

Table 25. Cover pool info – Capital 

Centre 2 

Capital Centre 2 DKK454bn 

WA LTV (res./comm.) 63% / 51% 
Over-collateralisation 9.4% 
Fixed-rate loans (res./comm.) 48% / 16% 
Interest-only (res./comm.) 47% / 43% 

Geography Denmark 
- Copenhagen area 40% 
- Zealand 18% 
- Southern Jutland & Funen 16% 
- Northern & Eastern Jutland 26% 

Asset type (residential)  
- Owner-occupied 84% 
- Second homes 4% 
- Private rental 6% 
- Coop housing 6% 

 

Source: Q2 2018 HTT from Nordea Kredit, 

Danske Bank. 
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Nykredit/Totalkredit 

 

Company profile 

Nykredit Realkredit is a wholly owned subsidiary of Nykredit A/S (formerly Nykredit 

Holding A/S). Nykredit A/S is an unlisted holding company owned by Foreningen Nykredit 

(79%), PFA Pension (10%) and a number of smaller ownership shares among other Danish 

pension funds. As a mortgage association, Nykredit Realkredit originated in 1851. Today, 

besides mortgage finance, it is active in retail and corporate banking, asset management, 

insurance and real estate. Mortgage finance is the most important business area. 

In 2003, Nykredit Realkredit acquired Totalkredit, which is currently a wholly owned 

subsidiary of Nykredit Realkredit. Following the acquisition of Totalkredit, Nykredit 

became the largest specialist mortgage bank in Denmark, with a current market share based 

on outstanding mortgages of 41.1% at end-Q2 18. There are nearly 60 partner banks in the 

Totalkredit corporation network, making it crucial for the distribution of Nykredit 

Realkredit mortgages. Nykredit Realkredit and both local and regional banks are 

competitors in agricultural mortgage and non-mortgage markets. In 2008, Nykredit 

Realkredit acquired Forstædernes Bank, which increased Nykredit Realkredit’s market 

share within banking to 5.2%. Forstædernes Bank subsequently merged with Nykredit 

Bank and the market share as of Q2 18 was 7.2%. 

S&P rates Nykredit’s covered bonds issued out of Capital Centre E and H ‘AAA’. Nykredit 

has an ‘A’ long-term rating from S&P and Fitch. 

Financial performance 

Nykredit Group reported operating profit of DKK10.2bn in 2017 – an increase from the 

2016 level of DK3.5bn. Net interest income was more or less flat at DKK11.5bn and loan 

losses and provisions decreased from DKK0.7bn to DKK0.4bn. The increase in operating 

profit was driven mainly by high investment portfolio income and positive value 

adjustments on swaps. 

The core capital ratio increased from 18.8% as of end-2016 to 20.6% as of end-2017 and 

the total capital ratio increased from 21.9% to 23.9% over the same period. The arrears rate 

(75 days) as of September 2017 was 0.30% – a fall from the 2016 level (0.37%). The 

number of repossessed properties decreased from 114 in 2016 to 63 in 2017. 

Business model and funding profile 

Nykredit Realkredit is a specialist mortgage bank subject to supervision by the Danish FSA. 

Banking, asset management and insurance activities are carried out by wholly owned 

separate subsidiaries. As mentioned above, Totalkredit is also a wholly owned subsidiary 

of Nykredit Realkredit. Retail and commercial customers are offered mortgages through 

Nykredit’s distribution channels, which include 42 full-service customer centres, 

Nykredit.dk, mobile app downloads, a central customer services centre and the real estate 

agencies of the Nybolig and Estate chains. 

 

Table 26. Ratings (M/S&P/F) 

Covered bond rating – CC E: WR/AAA/- 

Covered bond rating – CC H WR/AAA/- 

Issuer rating: -/A(p)/A 
 

Source: Moody’s, Standard & Poor’s, Fitch, Danske 

Bank 

 
 

Table 27. Financial information 

DKKm 2017 2016   2009 2008 

Net interest income 11,485 11,470   11,230 7,866  

Fees and commissions -232 -296   508 108 

Net interest & fee income 11,386 11,281   2,195 -2,921 

Loan impairment charges 379 680   7,919 3,390 

Operating profit 10,170 6,708   179 1,443 

Cost/income ratio 36.2% 39.4%   62% 0.8%% 

Core capital ratio 20.6% 18.8%   16.7% 69% 

Total capital ratio 23.9% 21.9%   17.8% 13.5% 

Arrears rate 0.30% 0.37%     

Repossessed properties 63 114     
 

Source: Nykredit, Danske Bank 

 
 

Table 28. More info 

Bond ticker NYKRE 

Website www.nykredit.com 
 

Source: Nykredit, Danske Bank 

 



 

23 |     Nordic Covered Bond Handbook https://research.danskebank.com 
 

 

  

In 1994, local and regional banks in Denmark established Totalkredit as a joint mortgage 

bank. Since the acquisition of Totalkredit in 2003, Nykredit Realkredit has developed a 

partnership with over 60 Danish local and regional banks (including Nykredit Bank) with 

substantial distribution networks. These local and regional banks sell mortgage products 

under the Totalkredit brand. They also deliver the large majority of growth in mortgage 

lending. 

Denmark is the largest market for Nykredit Realkredit and Totalkredit. In addition, 

Nykredit Realkredit provides loans secured by residential property in France and Spain and 

loans secured on commercial property in Germany and Sweden. Totalkredit offers only 

mortgages secured on residential property, while Nykredit Realkredit’s core markets in 

Denmark are in residential housing and commercial properties, which comprise loans to 

customers for urban trade, agriculture and residential rental properties. 

A management agreement exists between Nykredit Realkredit/Totalkredit and the local and 

regional banks. The agreement states the following. 

 The branch that originated the mortgage is responsible for all handling of customers. 

 The bank that originated the mortgages covers all losses (LTV between 60% and 80%) 

on mortgages originated by said bank. 

 Totalkredit receives all payments directly from customers. In turn, it pays provisions to 

the banks. 

Nykredit Realkredit and Totalkredit have been jointly funded since 2006 and until 2008 all 

mortgages originated by Nykredit Realkredit or Totalkredit were funded by covered bonds 

issued out of Nykredit Realkredit Capital Centre D. According to the revised Mortgage 

Act, new SDOs must be issued out of separate capital centres. Therefore, since 1 January 

2008, Nykredit Realkredit/Totalkredit has issued SDOs out of a Capital Centre E, with 

existing series in Capital Centre D closed at the end of 2007. The series in Capital Centre 

D was grandfathered according to the CRD. Nykredit announced in June 2011 that it would 

refinance existing interest-reset and floating-rate loans – issued out of Capital Centre E – 

into the new Capital Centre H starting from the refinancing auction in September 2011. 

Hence, since then, joint funding has been carried out from Capital Centre E for fixed-rate 

loans and from Capital Centre H for interest-reset and floating-rate loans. 

Nykredit introduced two-tier mortgaging for commercial borrowers (in 2009) and 

residential borrowers (in Q2 12), with all new loans funded using SDO covered bonds up 

to an LTV of 45% for commercial real estate and 60% for residential real estate, while the 

top 15% and 20%, respectively, were funded using RO bonds issued out of capital centres 

G and I. Furthermore, the top loan had to be amortising. Since mid-2014, Nykredit once 

again offers one-tier mortgaging for residential loans with an LTV up to 80%. 

Cover pool and asset quality 

As at the end of Q1 18, Nykredit Realkredit’s capital centres E and H totalled DKK395bn 

and DKK641bn, respectively, of which 99.5% and 92%, respectively, was Danish-based 

mortgages. These are secured on residential (92% and 80%, respectively), and commercial 

properties (8% and 20%, respectively). The cover pools have a weighted-average LTV of 

66% and 68%, respectively. Of all mortgages in Capital Centre E, 96% carry a fixed rate, 

while Capital Centre H consists of 100% ARMs. 

 

Table 29. Cover pool info – Capital 

Centre E  

 

* Residential mortgages only 

Source: Nykredit cover pool data as of 31 March 

2018 

 

Table 30. Cover pool info – Capital 

Centre H 

 

* Residential mortgages only 

Source: Nykredit cover pool data as of 31 March 

2018 

 

Total Cover Assets DKK395bn

- Mortgages DKK382bn
- Substitute DKK13bn
*WA LTV 65.7% (unindexed)
Over-collateralisation 3.3%
Fixed rate loans 96%
Interest-only loans 31%

Geography:

- Copenhagen area 26%
- Zealand & Bornholm 12%
- Northern Jutland 15%
- Eastern Jutland 25%
- Southern Jutland & Funen 22%

Asset type:

- Residential 92%
   - Owner-occupied 81%
   - Second home 3%
   - Other 15%
- Commercial 8%

* Residential mortgages only

Source: Nykredit cover pool data (as of 31 Mar 2018)

Total Cover Assets DKK641bn

- Mortgages DKK620bn
- Substitute DKK21bn
*WA LTV 67.5% (unindexed)
Over-collateralisation 3.4%
Fixed rate loans 0%
Interest-only loans 67%

Geography:

- Copenhagen area 27%
- Zealand & Bornholm 12%
- Northern Jutland 14%
- Eastern Jutland 25%
- Southern Jutland & Funen 21%

Asset type:

- Residential 80%
   - Owner-occupied 76%
   - Second home 5%
   - Other 19%
- Commercial 20%

* Residential mortgages only

Source: Nykredit cover pool data (as of 31 Mar 2018)
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Realkredit Danmark 

 

Company profile 

Realkredit Danmark (RD) is a wholly owned subsidiary of Danske Bank. Danske Bank is 

the largest bank in Denmark, where it operates 95 branches and holds market shares in 

deposits and lending of 29% and 27%, respectively (Q2 18 figures). However, the group 

also has a significant international presence, operating in 16 countries. In addition to 

Denmark, Danske Bank is one of the largest banks in Northern Ireland and Finland and has 

challenger positions in Sweden and Norway. 

RD was established in 1851 under the name Østifternes Kreditforening. In 2001, RD 

merged with Danske Kredit A/S and BG Kredit A/S following the merger of Danske Bank 

A/S and RealDanmark A/S. RD is the continuing mortgage credit arm of the Danske Bank 

Group and the second-largest specialist mortgage bank in Denmark, with a market share of 

c.28%.  

RD’s covered bonds issued out of Capital Centre S and T and the General Capital Centre 

are rated AAA by Standard & Poor’s. Capital Centre S is rated AAA and Capital Centre T 

is rated AA+ by Fitch. Furthermore, in August RD was assigned an A+ issuer rating (review 

for upgrade) by Scope. The rating agency also assigned AAA ratings to covered bonds 

issued out of Capital Center S and T. 

  

Financial performance 

RD reported net income of DKK4.4bn in 2017, against DKK4.2bn the year before. Net 

profit was 4% higher than in 2016. The profit performance was driven by lending growth 

and a resulting rise in administration margin income. Remortgaging activity was at the 

same high level as in 2016, according to RD. Impairments amounted to DKK147m in 2017 

versus DKK182m in 2016. Total impairments equalled 0.02% of total mortgage lending, 

against 0.02% at the end of 2016. The total capital ratio was 28.3% by end-2017, versus 

30.1% the year before. RD’s leverage ratio was 5.1% by end-2017. The number of 

properties taken over by RD at a forced sale stood at 50 in 2017, against 81 in 2016. In the 

same period, the portfolio of foreclosed properties fell from 51 to 31. 

Business model and funding profile 

RD is a specialist mortgage bank subject to supervision by the Danish FSA. RD’s objective 

is to carry out business as a mortgage bank, including any kind of business permitted by 

the Danish Mortgage Act. RD’s principal market is Denmark, but Realkredit Danmark’s 

geographical business area also includes mortgage lending to selected business customers 

in Sweden and Norway. 

RD’s core markets in Denmark are residential housing – defined as lending for the 

financing of owner-occupied housing and holiday homes – and the corporate market, which 

comprises loans to customers with property in urban trade, agriculture and residential rental 

property. 

All mortgages included in the cover pool are distributed through the branch networks of 

Danske Bank, RD Large Real Estate and the wholly owned real estate agent ‘Home’ in 

 

Table 31. Ratings (M/S&P/F) – RD 

Covered bond rating – CC S -/AAA/AAA 

Covered bond rating – CC T -/AAA/AA+ 

Issuer rating -/-/A 
 

Source: Moody’s, Standard & Poor’s, Fitch 

 
 

Table 32. Financial information 

DKKm 2017 2016 2015   

Net interest income 6,245 6,013 7,065   
Fees and commissions -601 -611 -509   

Total income 6,486 6,329 6,557   

Pre-provision income 5,750 5,539 5,524   

Loan impairment charges 147 182 432   

Operating profit 5,603 5,357 5,092   

Net profit 4,368 4,181    

Cost/income ratio 11.3% 12.5% 12.5%   

Core capital ratio 28.1% 29.6% 38.3%   

Total capital ratio 28.3% 30.1% 38.8%   

Arrears rate 0.31% 0.58% 0.59%   

Repossessed properties 31 51 58   
 

Source: Realkredit Danmark, Danske Bank. 

 
 

Table 33. Further information 

Bond ticker RDKRE 
Websites www.danskebank.com 
 www.rd.dk 

 

Source: Danske Bank. 
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Denmark. RD also offers customers online and self-service solutions through the rd.dk and 

danskebank.dk websites and Home Direct serves customers over the telephone during 

extended opening hours. 

A management agreement exists between RD and Danske Bank, stating the following. 

 The branch that originated the mortgages is responsible for all handling of customers. 

 Danske Bank covers all losses (with an LTV of 60-80%) on mortgages originated at 

Danske Bank branches. 

 RD receives all payments directly from customers. In turn, RD pays provisions to 

Danske Bank. 

As at the end of 2017, loss guarantees issued by Danske Bank amounted to DKK59bn. 

All mortgages are transparent (pass-through), which means that consumers have a delivery 

option on the underlying bonds. Interest-reset loans are funded by a portfolio of fixed-rate 

non-callable bonds, while other types of mortgages are funded individually by issuing 

bonds with exactly the same characteristics as the mortgages. 

Mortgages backing covered bonds issued by RD are divided into different cover registers 

(capital centres). According to the revised Mortgage Act, new SDROs must be issued out 

of separate capital centres. Therefore, since July 2007, SDROs have been issued out of 

Capital Centre S. Existing RO series in the General Capital Centre have been closed since 

the end of 2007 and are grandfathered according to the CRD. Since 2011, RD has issued 

all new interest-reset loans (ARMs) out of Capital Centre T and a large part of the interest-

reset loans in Capital Centre S has been refinanced into the new Capital Centre T, starting 

from the refinancing auctions set for December 2011. Today, the majority of the total 

mortgage book is included in Capital Centre S and Capital Centre T. 

Realkredit opened a RO bond (Realkreditobligationer) issued out of the ‘General Capital 

Centre’ in 2015. This bond does not comply with the CRD and hence does not get 

preferential treatment in terms of risk weighting. 

Cover pool and asset quality 

As at end-Q2 18, the cover pools for Capital Centre S and Capital Centre T totalled 

DKK267bn and DKK519bn, respectively. These are secured on private (68% and 55%, 

respectively), rental residential (21% and 16%, respectively) and commercial mortgages 

(8% and 17%, respectively). Of the assets in Capital Centre S, 97% carry a fixed interest 

rate, while the assets in Capital Centre T consist only of ARM and floating-rate loans. 

Interest-only loans in Capital Centre S and Capital Centre T amount to 24% and 55%, 

respectively. Geographically, the pools are well diversified across Denmark, with 42% of 

the loan portfolios located in the Metropolitan area in both capital centres. As of the end of 

Q2 18, the average LTV ratio for Capital Centre S and Capital Centre T was 61 and 62%, 

respectively.  

 

Table 34. Cover pool info – Capital 

Centre S 

Capital Centre S DKK267bn 

Junior covered bonds DKK2bn 

WA Indexed LTV 61% LTV 

OC (nom) 7% 

Interest-only mortgages 24% 

Fixed-rate loans 97% 

Geography Primarily Denmark 

- Metropolitan area 42% 

- Other Zealand 17% 

- Eastern Jutland 18% 

- Southern Region 18% 

- Northern Jutland 6% 

Asset type  
- Private 68% 
- Rental residential 21% 
- Commercial 8% 
- Agriculture 3% 

 

Source: HTT and Risk Report Q2 18 from RD 

 

Table 35. Cover pool info – Capital 

Centre T 

Capital Centre T DKK519bn 

Junior covered bonds DKK4bn 

WA Indexed LTV 62% LTV 

OC (nom) 7% 

IO-mortgages 55% 

Fixed-rate loans 0% 

Geography Primarily Denmark 

- Metropolitan area 42% 

- Other Zealand 16% 

- Eastern Jutland 18% 

- Southern Region 18% 

- Northern Jutland 6% 

Asset type  
- Private 55% 
- Rental residential 16% 
- Commercial 17% 
- Agriculture 8% 

 

Source: HTT Q2 18 and Risk Report from RD 
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Finnish Covered Bonds 
Overview and recent developments 

The Finnish covered bond landscape has undergone significant changes in recent years with 

several new issuers emerging, as well as existing issuers restructuring their businesses.  

In 2016, both Sp Mortgage Bank and Hypo launched their inaugural deals. Sp Mortgage 

Bank is the covered bond issuer of the Finnish Savings Banks Group, which previously 

relied on pooled covered bonds issued by Aktia Real Estate Mortgage Bank for its secured 

funding. However, after the termination of the cooperation, which besides Aktia Bank also 

involved the Finnish POP Banks, the Savings Banks have established their own covered 

bond entity. Hypo is a Finnish credit institution specialising in mortgage financing. The 

issuer has historically relied on its strong deposit base and issuance of senior unsecured for 

funding, but in 2016 it established a covered bond programme. Hypo is active in the sub-

benchmark segment. The latest newcomer to the market is OmaSp, which launched its 

inaugural deal in 2017 in sub-benchmark format. Oma is the largest savings bank in Finland 

with 135,000 active customers. OmaSp is owned by local savings banks’ foundations and 

was formed by mergers between individual savings banks, each of which has a long-standing 

history. 

In 2016, Nordea and Danske Bank transformed their Finnish bank subsidiaries into 

branches, while demerging their Finnish covered bond business into newly established 

specialised mortgage banks (Nordea Mortgage Bank Plc and Danske Mortgage Bank Plc). 

Hence, going forward, they will issue covered bonds under Finnish legislation out of their 

specialised mortgage banks.  

In spite of new issuers coming to the market, covered bond supply out of Finland has not 

increased significantly in recent years (2016 was an outlier reflecting low supply from 

Nordea due to its restructuring process). 

Chart 11. Finnish EUR benchmark covered bond issuance by 

issuer (2018: YTD) 

 
Chart 12. Outstanding Finnish EUR covered bonds by issuer 

 

 

 

Data as of 23 August 2018. Source: BondRadar, Danske Bank  Data as of 23 August 2018. Source: Bloomberg, Danske Bank 

On the secondary market, Finnish covered bonds have historically traded slightly wider 

than their Swedish peers. However, being eligible for ECB purchases under the CBPP3 

launched in October 2014, Finnish covered bonds have tightened on a relative basis and 

are currently trading tighter than their Nordic peers.  
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Chart 13. Finnish covered bonds vs peers (iBoxx indices 

ASW) 

 
Chart 14. Finnish EUR benchmark covered bond landscape 

(ASW) 

 

 

 

Data as of 22 August 2018. Source: Markit  Data as of 3 September 2018. Source: Bloomberg 

Looking at the Finnish EUR benchmark covered bond landscape, some spread 

differentiation across issuers is noticeable. In particular, Sp Mortgage Bank trades wider 

than its peers, but Aktia also offers some pick-up versus the larger issuers. In terms of 

ratings, all Finnish covered bonds are triple-A rated. 

Background 

The Finnish legal framework on covered bonds dates back to 1999, when the parliament 

passed the Act on Finnish mortgage banks (MB). However, it took five years before the 

first covered bonds were issued. In the meantime, several significant amendments were 

made to the initial act, including clarification of investor rights in the event of default.  

Aktia Real Estate Mortgage Bank (now Aktia Bank plc) became the first issuer of Finnish 

covered bonds in June 2004, with Sampo Housing Loan Bank (now Danske Mortgage Bank 

plc) following suit in 2005 with the first Finnish benchmark-sized covered bond. In May 

2007, OP Bank Group Mortgage Bank (OP MB) became Finland’s third issuer with an 

inaugural five-year EUR1bn issue. In November 2010, Nordea Bank Finland’s inaugural 

issue was a five-year EUR2bn deal. 

In 2010, the Finnish Mortgage Act was subject to a larger revision, which among other 

things led to universal banks being allowed to issue covered bonds.  

Key elements of the legal framework 

In Finland, the legal basis for covered bond issuance is the Act on Mortgage Credit Bank 

Operations (688/2010).  

The structure of the issuer is not restricted to specialist mortgage credit institutions. As 

in Denmark and Sweden, universal banks can obtain a licence to issue covered bonds.  

Cover assets may include residential and commercial mortgages, public loans, derivatives 

and substitute assets. At least 90% of the cover pool must consist of residential mortgage 

loans, public sector loans or substitute assets. Up to 20% of substitution assets is allowed 

but only on a temporary basis. The act does not allow for ABS or MBS tranches to be 

included in the cover pool. Geographically, assets located in the EEA are permitted, but in 

practice only Finnish assets are included in cover pools.  

LTV ratio limits are 70% for mortgages and 60% for commercial loans. Loans with LTV 

ratios up to 100% are allowed in the cover pool but only the part within LTV ratio limits 
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will be accounted for in coverage/matching calculations. Valuations are based on current 

market values, determined in accordance with regulations set by the Finnish FSA. 

Legal requirements for asset-liability management include continuous testing of asset 

coverage, whereby assets are required to cover liabilities on both a nominal and an NPV 

basis. Aggregate interest income from the cover pool must at all times be greater than or 

equal to the interest due on outstanding covered bonds over the following 12 months, while 

taking into account the possibility of a +/-100bp shift in the yield curve. No currency risk 

is accepted (hedging allowed). Non-eligible assets, including non-performing loans, are 

excluded in cover tests, but can be retained in cover pools. 

Over-collateralisation (OC) of 2% is required, calculated on a net-present-value (NPV) 

basis. Additional OC may be committed contractually. 

Supervision is the responsibility of the Finnish FSA, which receives quarterly statements 

from the issuer with detailed information on covered bond programmes. The issuer must 

keep a cover register of collateral (including open hedge positions) and bonds issued. 

However, unlike e.g. in Sweden, there is no requirement for an independent cover pool 

monitor to be appointed to make regular checks on the cover pool and the covered bond 

programme. 

Asset segregation is secured through the cover register, which is managed by the issuer, 

containing details on cover pool assets, derivatives and covered bonds in issue. By law, 

assets recorded in the cover registers are excluded from the general insolvency estate. 

Covered bonds do not automatically accelerate when the issuer becomes insolvent.  

After issuer default the covered bond programme is administered by the bankruptcy 

administrator of the issuer. However, a cover pool supervisor is appointed to protect the 

interest of covered bondholders, with powers to direct the issuer’s general administrator. 

Swap counterparties rank pari passu with bondholders with respect to claims on the cover 

pool. The cover pool administrator and cover pool supervisor have powers to manage the 

cover pool, sell assets and refinance covered bonds. The cover pool administrator may also 

take up loans to generate liquidity. Furthermore, transfer of cover pool assets and liabilities 

to another licensed covered bond issuer is permitted with the consent of the FSA. Should 

funds prove insufficient to honour the bondholder’s claims, the covered bonds will 

accelerate. Any unfulfilled claim will rank pari passu with other creditors. 

Maturity extensions are possible in some Finnish covered bond programmes, thus 

mitigating liquidity risks via a 12-month contractual soft bullet. 

Moody’s provides an assessment of the Finnish legal framework, summarised below.  
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Table 36. Summary assessment of the Finnish legal framework (Moody’s, 2015) 

 

Relative strengths – covered bond law 

 Loans backed by commercial property cannot exceed 10% of the cover pool unless 
provided otherwise in the covered bond terms. 

 Set-off and claw-back against cover pool assets are prohibited.  
 At issuer default, a cover pool supervisor is appointed with wide powers to manage the 

cover pool, and direct the issuer’s administrator, for the benefit of covered bondholders. 
 The issuer tests interest coverage on an ongoing basis. 
 Non-performing assets (>90d past due) are disregarded for coverage tests. 

Relative strengths – contractual 

 Many Finnish covered bonds have enhanced liquidity due to contractual 12m maturity 
extensions. 

Relative weaknesses – covered bond law 

 At issuer default, collateral that is ineligible (i.e., any part of a mortgage loan above the LTV 
threshold) is excluded from the priority rights attaching to the cover pool assets.  

 There is no requirement for an independent cover pool monitor to make regular checks on 
the cover pool and the covered bond programme. 

Source: Moody’s 
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Overview of cover pools, ratings and maturity structures 

Table 37. Cover pool overview as of Q1 18-Q2 18 

 

 

Table 38. Ratings overview and maturity structures (as at 22 August 2018) 

 Rating (Moody’s/S&P/Fitch)  Moody's  S&P  Maturity type* 

 Covered bond Issuer/parent  TPI/Leeway C-score CB anchor  Unused uplift  Hard/soft bullet  

Aktia Bank plc Aaa / - / - A1 / A- / -  Prob-High / 2 4.7% A2(cr) + 1  –  SB (12m)  
Bank of Åland - / AAA / - - / BBB / -  – – –  1 notch  HB / SB (12m)  
Danske Mtg Bank plc Aaa / - / - A1 / A(p) / A  Prob-High / 5 5.0% Aa2(cr) + 1  –  SB (12m)  
Hypo - / AAA / - - / BBB / -  – – –  1 notch  SB (12m)  
Nordea Mortgage Bank Aaa / - / - Aa3 / AA- / AA-  Prob / 5 5.1% Aa2(cr) + 1  –  HB  
OmaSp - / AAA / - - / BBB+ / -  – – –  2 notches  SB (12m)  
OP Mtg Bank Aaa / AAA / - Aa3 / AA- / -  Prob-High / 5 5.0% Aa2(cr) + 1  5 notches  SB (12m)  
Sp Mortgage Bank - / AAA / - - / A- / -  – – –  3 notches  SB (12m)  

 

* EUR benchmark covered bonds 

Source: Ratings agencies, company reports, Danske Bank 

  

 

Hypo Bank of Åland Aktia Bank Danske Mtg Bank Plc

Cover pool (EUR bn) 1.2 1.5 2.3 5.5

Over-collateralisation (committed) 29% (2%) 80% (31%) 49% (10%) 37% (5%)

Average loan size (EUR) 204,033                               87,970                                 64,425                                 74,000                                 

WA indexed LTV 33% 55% 48% 51%

Interest-only loans 0% 21% 1% 0%

Fixed-rate loans 1% 4% 3% 6%

NPL (>90 days) 0.00% 0.00% 0.00% 0.10%

Geography* Uusimaa (Helsinki) (78%), 
Varsinais-Suomi (Turku) 

(8%), Pirkanmaa 
(Tampere) (7%), Central 
Finland (Jyväskylä) (3%)

Uusimaa (Helsinki) (47%), 
Aland Islands (19%), 

Varsinais-Suomi (Turku) 
(15%), Pirkanmaa 
(Tampere) (12%)

Uusimaa (Helsinki) (69%), 
Ostrobothnia (11%), 

Varsinais-Suomi (Turku) 
(9%), Pirkanmaa 
(Tampere) (5%)

Uusimaa (Helsinki) (51%), 
Pirkanmaa (Tampere) 

(8%), Varsinais-Suomi 
(Turku) (5%), North 

Ostrobothnia (Oulu) (5%)

Residential 100% 92% 100% 100%

Public sector 0% 0% 0% 0%

Commercial 0% 0% 0% 0%

Substitute assets 0% 8% 0% 0%

Nordea Mortgage Bank OmaSp OP Mtg Bank SP Mtg Bank

Cover pool (EUR bn) 20.1 0.4 13.4 1.6

Over-collateralisation (committed) 9% (2%) 60% (2%) 14% (2%) 63% (18%)

Average loan size (EUR) 63,017                                 53,602                                 53,110                                 88,800                                 

WA indexed LTV 49% 56% 45% 59%

Interest-only loans 5% 0% 0% 0%

Fixed-rate loans 2% 4% 2% 1%

NPL (>90 days) 0.00% 0.00% 0.00% 0.00%

Geography*
Uusimaa (Helsinki) (43%), 

Pirkanmaa (Tampere) 
(10%), Varsinais-Suomi 

(Turku) (7%), North 
Ostrobothnia (Oulu) (5%)

South Ostrobothnia 
(31%), South Karelia 

(18%), Pirkanmaa 
(Tampere) (12%), 

Kymenlaakso (11%)

Uusimaa (Helsinki) (34%), 
Varsinais-Suomi (Turku) 

(10%), Pirkanmaa 
(Tampere) (10%), North 

Ostrobothnia (Oulu) (9%)

Uusimaa (Helsinki) (30%), 
Varsinais-Suomi (Turku) 

(18%), Pirkanmaa 
(Tampere) (14%), Pohjois-

Savo (7%)

Residential 99% 100% 100% 100%

Public sector 1% 0% 0% 0%

Commercial 0% 0% 0% 0%

Substitute assets 0% 0% 0% 0%

* Main exposures only
Source: Company data
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Outlook for the Finnish housing market 

The following text is an excerpt from the June 2018 edition of Nordic Outlook 

Better employment opportunities and growing interest in an urban lifestyle are driving an 

increasing number of Finns into cities. Most immigrants end up in cities as well. 

Consequently, the Finnish housing market has become segregated geographically as well 

as by the type of housing in question. Growth in housing demand has lifted prices and 

caused a construction boom in Helsinki and a few other towns, while the real estate market 

in the rest of the country has remained more of less flat or is even declining. Migration to 

growth centres has created especially strong demand for compact apartments. In some 

scarcely populated parts of the country, functioning housing markets may not even exist.  

Renting has become more popular among younger generations and the buy-to-let market 

has grown. Both real estate funds and private investors have been flocking into residential 

property, which has led to a boost in housing construction. For the most part, there are no 

signs of oversupply, however. Rise in rents continues to exceed the rise in housing prices 

or wages. Rents are rising at an annual rate of 2.5% approximately. Supply of new housing 

is increasing significantly in 2018, which provides downward pressure for prices: both rents 

and housing prices are likely to rise only moderately during the forecast period. 

Prices of old dwellings rose 1.6% in 2017. On average, house prices have been nearly flat 

in Finland for approximately the past five years. However, the average price development 

does not capture the situation in full, as it is calculated from decreasing prices in some 

regions and rising prices in others, like Helsinki and its surrounding municipalities. The 

same main trend is likely to continue: in Q2 18 prices of old dwellings grew on average by 

2.7% y/y in the Helsinki region and decreased by 0.9% elsewhere. On average, prices 

increased by 0.8%. In Helsinki, new apartments in particular have been in strong demand, 

and construction has followed demand. Prices of new apartments rose by 5.1% in the 

Helsinki region in 2017, but the price rise for new apartments is likely to be considerably 

slower in future due to increasing supply. 

Low interest rates and high consumer confidence support the housing market and we still 

expect prices to grow modestly, and there seems to be only a small risk of overheating in 

the future. Supply of new city apartments will be high in 2018 and probably also in 2019. 

On average, housing prices are expected to increase by 1.2% in 2018 and 1.5% 2019. Even 

slightly more peripheral areas may benefit from the current economic upswing. 

 

Chart 15. Employment rising toward 

government target 

 

Source: Macrobond Financial, Statistics Finland 

 

Chart 16. Diverging housing prices 

 

Source: Macrobond Financial, Statistics Finland 
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Aktia Bank plc 

 

Aktia Bank plc (Aktia) is the fifth largest bank in Finland measured by total assets, holding 

a market share of 4.2% in housing loans and 3.5% of deposits (Aktia 2017 annual report). 

It provides a range of financial services to its 350,000 customers, including banking, life 

insurance, asset management and real estate services. Aktia operates mainly in the growth 

and coastal areas of Finland, where it has a network of 32 branches.  

Since 2013, Aktia has been issuing covered bonds directly from its balance sheet, having 

replaced Aktia Real Estate Mortgage Bank (Aktia REMB) as the group’s covered bond 

issuing entity. 

Aktia traces its roots back to the founding of the oldest surviving Finnish savings bank in 

1825. In 1991, Aktia Savings Bank Plc was established through the merger of eight savings 

banks. Aktia started as central financial institution for local savings banks in 1996 and 

cooperative banks (1997). In 2001, Aktia REMB was established, which would act as a 

covered bond funding vehicle for Aktia and the partner savings and cooperative banks. In 

2013, Aktia announced that it would end its services as the central financial institution for 

the local savings and cooperative banks from the beginning of 2015. In 2013, Aktia was 

granted permission to start issuing covered bonds directly from its balance sheet. Aktia 

REMB was thus placed in run-off mode. In February 2017, Aktia REMB ceased to exist as 

a separate legal entity and its assets and liabilities were transferred to Aktia. 

Today, the Aktia Group consists of the parent company, Aktia Bank, as well as the wholly 

owned subsidiaries Aktia Life Insurance, Aktia Fund Management Company, Aktia 

Finance, Aktia Corporate Finance and Aktia Real Estate Agency. Aktia’s shares are listed 

on the Helsinki stock exchange. Aktia also owns 76% of Aktia Asset Management. 

Aktia’s loan portfolio amounted to EUR5.9bn by end-Q1 18, comprising mainly lending to 

households (79%), followed by corporates (11%), housing companies (9%), public entities 

and non-profit organisations (1%). Aktia’s housing loan book amounted to EUR4.7bn, of 

which households accounted for EUR4.0bn. Reflecting Aktia’s focus on the Finnish retail 

sector, asset quality is strong, with the non-performing loans ratio (90d) consistently being 

below 1% since 2012 (0.73% in Q1 18). 

Aktia is rated A3 (positive outlook) and A- (stable outlook) by Moody’s and Standard & 

Poor’s, respectively. The positive outlook reflects improving trends in liquidity and capital. 

Covered bonds issued by Aktia are triple-A rated by Moody’s. 

Financial performance 

In 2017, the group’s total income decreased marginally to EUR210m. Net interest income 

decreased by 6% to EUR90m, reflecting the continued low interest rates and lower returns 

from the bank’s liquidity portfolio. Net commission income decreased to 15% and net 

income from the life insurance business increased 8%. Net income from financial 

transactions was EUR0.8m. Previous year includes a one-off gain of EUR7m from the sale 

of Visa Europe. Operating expenses increased by 8% to EUR161m. Write-downs were at 

EUR1m. 

  

Table 39. Ratings (M/S&P/F) 

Covered bond rating Aaa / - / - 

Issuer rating: A1 /A-/ -  
Moody's C-score: 4.7% 

Moody's TPI / Leeway: Probable-High / 2 

Moody's CB anchor: A2(cr) + 1 
 

(p) = positive outlook 

Source: Moody’s, Danske Bank  

 

Table 40. Financial information                      

(Aktia Group) 

 
EURm 2017 2016 2014 2013 2012 2011 2010 2009 

Net interest income 90 96 2,404 2,119 27,216 25,252 23,436 22,633 
Fees and commissions 91 80 1,732 1,824 6,962 6,879 7,293 6,655 

Life insurance net income 27 25       

Financial trans. net income 1 8       

Total operating income 210 211 236 167 18,129 13,495 20,035 19,748 

Pre-provision profit 50 63 2,858 2,479 20,957 21,853 21,081 18,716 

Loan losses and provisions 1 2 257 132 3,179 3,445 2,997 7,710 

Operating profit (pre-tax) 49 61 2,601 2,347 17,776 18,407 18,108 11,032 

Cost/income ratio 76% 70% 41.8% 44.9% 1.50% 1.50% 1.55% 1.71% 

CET1 capital ratio* 18.0% 19.5% 11.5% 11.1% 49.1% 47.1% 47.6% 48.4% 

Tier 1 capital ratio* 18.0% 19.5% 12.3% 12.8% 10.7%    

Total capital ratio* 23.4% 26.3% 14.5% 14.1% 11.0% 9.9% 10.1% 9.3% 
 

*Bank group. Source: Aktia annual report 2017 

 

 

Table 41. More info 

Ticker AKTIA 
Website aktia.fi 

CB maturity structure* Soft bullet (12 
month extension) 

 

* EUR benchmark covered bonds 

Source: Danske Bank  
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By end of Q1 18, Aktia’s CET1 ratio was 16.4%, decreasing 160bp during the first three 

months of 2018 due to a new risk-weight floor of 15% for mortgage loans and general 

increase in risk-weighted assets. Nonetheless, the bank’s CET1 capital ratio remains well 

above the internal target of 15%. Since March 2015, Aktia has been applying internal risk 

classification to the calculation of its retail exposures. 

Aktia’s liquidity buffer amounted to EUR1.8bn by the end of Q1 18, which was 

approximately equal to the estimated outgoing cash flow related to the bank’s wholesale 

funding over the next 27 months. The buffer was composed of covered bonds (51%), 

government and government guaranteed bonds (32%), financials (11%) and corporates 

(6%). In terms of ratings, 52% of the buffer consists of triple-A rated securities, while 25% 

are double-A. 

Business model and funding profile 

At a group level, Aktia is funded mainly via deposits and the issuance of debt securities, 

accounting for approximately 55% and 34% of total funding, respectively. Market funding 

is obtained through Aktia’s EUR3bn Euro Medium Term Note and Covered Bond 

Programme.  

Aktia has replaced the previous co-owned entity, Aktia REMB, as the active issuer on the 

EUR covered bond market. Aktia operates under the Finnish covered bond legislation, 

issuing covered bonds directly from the bank’s balance sheet, using only mortgages 

originated by Aktia itself as cover pool collateral.  

According to Aktia, maintaining stable access to the covered bond market is a high priority. 

Aktia will focus on EUR500m publicly placed benchmarks, complemented by selective 

private placement offerings.  

Cover pool and asset quality 

Aktia has two cover pools (cover pool 1 and 2). Cover pool 1, which had a balance of 

EUR0.2bn by end-June 2018, was transferred from Aktia REMB and remains in run-down 

mode. Cover pool 2, which is used for active issuance stood at EUR2.3bn. There are 

currently three outstanding EUR benchmarks covered bonds, of which the most recent issue 

was done in May 2018. The OC in the cover pool is 49%, of which 10% is provided on a 

committed basis. The cover pool holds solely Finnish prime residential mortgage loans, 

carrying mostly floating rates (97%). The loans are concentrated in southern (71%) and 

western (26%) Finland. The weighted-average indexed LTV is 48% and there are no non-

performing loans in the pool. 

 

Table 42. Funding profile (Q1 18) 

Total funding EUR7.4bn 

Customer deposits 55% 
Covered bonds. 23% 

Senior debt 11% 

Repo and ECB 8% 

Subordinated debt 3% 

CDs and MM deposits 0% 
 

Source: Aktia Bank plc Q1 18 report, Danske Bank  

 

Table 43. Cover pool info (cover pool 2) 

Cover pool EUR2.3bn 

- mortgage loans 100% 

OC (committed) 49.2% (10%) 
Avg. loan balance EUR64,425 

Type of loans 100% residential 

NPLs (>90D in arrears) None 

WA seasoning 57.6 months 

WA indexed LTV 47.9% 

Floating rate loans 97% 

Interest only mortgages 1% 

Geography 100% Finland 

- South 71% 

- Western 26% 

- Oulu area 2% 

- Eastern Finland 0% 

- Lapland 0% 

- Åland 1% 
 

Source: Aktia Bank plc cover pool report Q2 18 

 



 

34 |     Nordic Covered Bond Handbook https://research.danskebank.com 
 

 

  

Bank of Åland plc 

 

Company profile 

The Bank of Åland (Ålandsbanken) operates on the Åland Islands, on the Finnish mainland 

and in Sweden. The bank was established in 1919 and has been listed on the Helsinki Stock 

Exchange since 1942. Today, Ålandsbanken has total assets of EUR5.5bn (March 2018) and 

approximately 790 employees, who service the bank’s more than 165,000 customers. Besides 

the parent bank, Ålandsbanken Group comprises three subsidiaries: Ålandsbanken Fondbolag 

Ab (fund management), Ab Compass Card Oy Ltd (payment services) and Crosskey Banking 

Solutions Ab Ltd (IT solutions), the latter with its own subsidiary, S-Crosskey Ab. 

On the Finnish mainland and in Sweden, Ålandsbanken’s main business focus is affluent 

individuals and their companies. To these clients, the bank offers a full product range, although 

it focuses mainly on private banking and premium banking services. Ålandsbanken has five 

offices located in affluent parts of Finland, where it holds a market share of 1-2% on a national 

level. In Sweden, Ålandsbanken has three offices located in the largest cities and its market 

share is less than 1%. In its home region, the Åland Islands, the bank has three offices and a 

market share of 55-60%. Here, Ålandsbanken pursues a slightly different strategy, aiming to 

be a ‘bank for everyone’ and offering a full product range. 

Ålandsbanken’s loan book totalled EUR4.0bn at end-2017. Of this amount, retail lending 

comprised 72%, of which 78% was mortgages to private individuals. Loans for the purchase 

of securities, with market-listed securities as collateral, are the second-largest type of lending 

to private individuals. According to Ålandsbanken, loan-to-value ratios are conservative and 

historically it has not suffered any substantial loan losses on this type of lending. The corporate 

portfolio has a close affinity with the household portfolio, as many of the companies are owned 

by individuals who are also Private Banking customers.  

There is some concentration risk in the loan book, as the degree of diversification in terms of 

geography and client segments is limited – also noted by S&P. However, operations on the 

Finnish mainland and in Sweden increase diversification. Currently, approximately 70% of 

Ålandsbanken’s loan portfolio is located in Finland, while the remainder is in Sweden. 

Ålandsbanken is rated ‘BBB’ (stable) by S&P, which assigns an ‘AAA’ rating to the bank’s 

covered bond programme. 

Financial performance 

Net profit for 2017 amounted to EUR20.7m (2016 EUR19.7m), and net operating profit 

increased to EUR26.0m (2016 EUR25.1bn). Net interest income increased to EUR55.9m 

(2016 EUR55.1m). According to Ålandsbanken, the negative interest rate environment is 

increasingly making itself felt and net interest income increased slower than lending due to 

the fall in 12-month Euribor. Commissions increased to EUR49.7m (2016 EUR44.9m), due 

mainly to increases in income from customers’ investment transactions. Impairment losses 

on loans amounted to EUR2.1m, equivalent to a loan loss level of 0.06%, compared with 

EUR4.1m and 0.11% in 2016. 

  

Table 44. Ratings (M/S&P/F) 

Covered bonds - / AAA / - 

Issuer/parent - / BBB / - 
S&P unused notches: 1 

 

Source: Moody’s, Standard & Poor’s, Fitch 

 

Table 45. Financial information 

(group) 

EURm 2017 2016 2014 

Net interest income 55.9 55.1 49.3 
Fees & commissions 49.7 44.9 46.2 

Operating income 128.0 120.4 120.6 

Total expenses 99.8 91.3 96.4 

Profit before impairments 28.2 29.2 24.2 

Loan losses & provisions 2.1 4.1 1.8 

Net operating profit 26.0 25.1 22.4 

Profit after tax 20.7 19.7 17.6 

Loan loss level 0.06% 0.11% 0.06% 

Cost/income ratio 78% 76% 80% 

CET1 capital ratio 12.9% 11.8% 10.9% 

Total capital ratio 14.2% 13.0% 12.1% 
 

Source: Ålandsbanken Annual Report 2017 

 

Table 46. More information 

Bond ticker AABHFH 
Website alandsbanken.com 

CB maturity structure* HB /SB (12 month 
extension) 

 

* EUR covered bonds 

Source: Danske Bank 
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The CET1 capital ratio amounted to 12.9% (2016 11.8%). As Ålandsbanken has no hybrid 

capital, its core Tier 1 capital ratio is the same as its Tier 1 capital ratio. 

Funding profile 

Ålandsbanken benefits from a strong deposit base and demand deposits, time deposits and 

certificates of deposits from core private customers and their companies remain the main 

funding source. 

In order to diversify funding sources and secure cost-effective long-term financing, 

Ålandsbanken established its original covered bond programme in early 2012. It launched 

its inaugural issue in September 2012. Since then, Ålandsbanken has issued both EUR- and 

SEK-denominated covered bonds. Covered bonds are the main long-term funding 

instrument for Ålandsbanken. 

With its updated prospectus dated 6 October 2017, Ålandsbanken’s Euro Medium Term 

Note and Covered Bond Programme had a scope of EUR2bn. Moreover, Ålandsbanken 

maintains two separate cover pools: (1) ‘the FIN cover pool’ containing Finnish EUR-

denominated mortgages issued by Ålandsbanken’s Finnish branches (this is the original 

cover pool) and (2) ‘the SWE pool’ containing Swedish SEK-denominated mortgages 

issued by the Swedish branches. Ålandsbanken issues all covered bonds under the Finnish 

Covered Bond Act and maintains them in a separate register in accordance with the act. 

In order to mitigate liquidity risk, Ålandsbanken maintains a liquidity reserve of a total 

amount of EUR960m as of Q1 18. The reserve comprises primarily cash, account balances 

and investments with other banks, liquid interest-bearing securities plus holdings of 

unencumbered covered bonds issued by the bank. 

Cover pool and asset quality 

As of June 2018, Ålandsbanken’s Finnish cover pool amounted to EUR1.5bn comprised 

entirely of Finnish residential mortgages, backing the EUR850m outstanding covered 

bonds. Hence, nominal overcollateralisation was 80%. Ålandsbanken has committed to 

maintain a minimum overcollateralisation of 30.9% at all times, for the purposes of 

maintaining its ‘AAA’ rating from S&P. 

The mortgages are all secured on properties located in Finland, with a focus on the 

southwestern part of Finland. The loans have an average size of EUR88,000 and an average 

loan-to-value ratio of 54.6%. Most of the mortgages are floating rate (96%) and 21% of the 

mortgages are interest only. The cover pool does not include any loans in arrears. 

The Swedish cover pool amounted to SEK6.8bn as of Q2 18. The weighted-average LTV 

is 58.3% and the assets are 100.0% residential and all located in Sweden. The amount of 

outstanding covered bonds is SEK4.25bn and they are all SEK floaters. 

Table 47. Funding profile March 2018 

Deposits 59% 
Covered bonds 25% 

Senior unsecured 2% 

Long-term bank debt 2% 

Short-term bank debt 2% 

CDs 4% 

Subordinated 1% 

Own capital 5% 
 

Source: Ålandsbanken Debt Investor Presentation 

Q1 18 

 

Table 48. Cover pool info (FIN) 

Cover pool EUR1.5bn 

- Mortgage loans EUR1.4bn 

- Substitute assets  EUR0.1bn 

Outstanding covered bonds  850 
OC nom. 80% 

Avg. loan size  88,000 

WA LTV 54.6% 

Fixed rate assets 4% 

Interest-only assets 21% 

NPL (>90 days in arrears) 0.000% 

  
Asset type  

- Owner-occupied 67.2% 

- Holiday houses 4.2% 

- Buy-to-let 11.5% 

- Other 17.2% 

  
Geography 100% Finland 

- Helsinki 47% 
- Aland islands 19% 

- Southwest Finland 15% 

- Pirkanmaa 12% 
  - Other 7% 

 

Source: Ålandsbanken cover pool report June 

2018 
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Danske Mortgage Bank Plc 

 

Company profile 

Danske Mortgage Bank Plc was established on 31 October 2017 and is a wholly owned 

subsidiary of Danske Bank A/S. Danske Mortgage Bank was established as a part of the 

merging of Danske Bank’s Finnish activities into a single branch. In connection with this, 

all assets, liabilities and reserves of Danske Bank Plc’s mortgage credit banking operations 

were transferred to the new acquiring company, Danske Mortgage Bank Plc. 

Danske Bank is the third largest bank in Finland, with a market share of 10% and almost a 

million personal customers and around 90,000 corporate and institutional customers. 

Danske Bank considers Finland as one of its core markets and serves personal and business 

customers as well as large institutional clients. 

Danske Mortgage Bank operates as an issuer of covered bonds. Danske Mortgage Bank 

does not act as the originator of housing loans, but instead purchases loans from Danske 

Bank’s Finnish branch. 

Holders of covered bonds issued before the demerger continue to benefit from a secondary 

guarantee against Danske Bank Plc. Following the cross-border demerger, the guarantee is 

an obligation of Danske Bank A/S (the Danish parent company). However, any new 

covered bonds issued by Danske Mortgage Bank will only have recourse to Danske 

Mortgage Bank. Danske Bank A/S provides a committed liquidity line to Danske Mortgage 

Bank.  

The changes did not result in a downgrade or withdrawal of the ratings assigned to Danske 

Bank’s Finnish covered bond programme, which are still rated ‘Aaa’. 

Financial performance 

In 2017, Danske Bank Group posted pre-tax profits from core activities of DKK26.3bn, an 

increase of 3.7% since 2016. Total income amounted to DKK48.1bn, largely the same as 

in 2016. Net interest income was up by 6% and net fee income was up by 8%, while net 

trading income decreased 9% and other income decreased 49% (note, however, that the 

2016 figures benefited from the sale of domicile properties). Lending growth offset the 

competitive pressure on margins. Operating expenses decreased 2% despite increasing 

costs for regulatory compliance. The decrease was the result of cost efficiencies across 

market areas. At the end of 2017, the total capital ratio was 22.6% (2016: 21.8%) and the 

CET 1 capital ratio was 17.6% (2016: 16.3%). Danske Bank has set two capital targets: a 

total capital ratio of around 19% and a CET1 capital ratio target range of 14-15%. Danske 

Bank has met these targets since the end of 2012. 

Table 49. Ratings (M/S&P/F) 

Covered bond rating Aaa / - / - 

Moody’s C-score: 5.0% 

- excl. syst. Risk: 2.8% 

Moody’s TPI / Leeway: Probable-High / 5 
 

Source: Moody’s 

 

Table 50. Financial information 

(group) 

DKKm 2017 2016 2014 

Net interest income 23,430 22,028 315 
Fees & commissions 15,304 14,183 233 

Net trading income 7,823 8,607 32 

Loan impair. charges -873 -3 -17 

Profit before tax 26,288 25,357 214 

Cost/income ratio 47.2% 47.2% 61.8% 

CET1 capital ratio 17.6% 16.3.% 13.9% 

Total capital ratio 22.6% 21.8%  
 

Source: Danske Bank Annual Report 2017 

 

Table 51. More information 

Ticker DANBNK 
Website danskebank.com 

CB maturity structure* Soft bullet (12-month 
extension) 

 

Source: Danske Bank  

* EUR benchmark covered bonds 
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Business model and funding profile 

Danske Mortgage Bank Plc’s balance sheet totalled EUR5.8.0bn by mid-2018 (end-2017: 

EUR5.6bn) and was made up almost entirely of loans and receivables from customers 

(EUR5.5bn). On the liability side, EUR4.1bn was made up of Finnish covered bonds.  

Danske Mortgage Bank operates as an issuer of covered bonds under the Finnish Act on 

Mortgage Bank Operations. The loans used to cover the bonds are purchased from Danske 

Bank A/S, Finland Branch. As part of the loan pool management process, Danske Mortgage 

Bank sells loans of lower quality back to the Finland branch. 

Under the Finnish Covered Bond Act (CBA), covered bonds may be backed only by 

residential mortgage loans with a LTV of up to 70% of the market value of the property on 

which the mortgage is written (60% for commercial). Should this limit be exceeded, only 

the value up to the limit will be applied in cover calculations. Loans with LTV ratios up to 

100% are allowed in the cover pool. An OC of 2% is required by the CBA (NPV basis). 

Cover pool and asset quality 

As of 29 June 2018, the cover pool totalled EUR5.5bn and consisted solely of Finnish 

owner-occupied, residential mortgages. There are no mortgages on holiday homes, 

commercial properties or buy-to-let included in the cover pool.  

The average loan size is EUR74,000. Loans in arrears (more than 90 days) amounted to 

0.10% at end-June 2018. WA seasoning is 29 months. 

The average LTV ratio of the pool’s assets is 51.2% on an indexed basis. In terms of OC, 

Finnish covered bond legislation requires a minimum of 2%. The current OC in Danske 

Bank’s cover pool is 37%. Furthermore, Danske Bank has committed to 5% OC.  

The geographical location of the cover pool assets is diversified across Finland, with a 

concentration in the Uusimaa province (home to the capital city of Helsinki). In terms of 

the regional distribution, Southern Finland accounts for approximately two-thirds of the 

total cover pool, which reflects the demographic distribution of the Finnish population.  

Overall, the credit quality of the cover pool seems sound, as is also evident in the collateral 

score of 5.0% assigned by Moody’s (2.8% excluding systemic risk). 

 

Table 52. Funding profile 

Total liabilities EUR5.8bn 

Owed to fin. inst. & CB 24% 

Finnish covered bonds 71% 

Other 1% 

Equity 4% 
 

Source: Danske Mortgage Bank Plc interim report 

2018, Danske Bank  

 

Table 53. Cover pool information 

Total Cover Assets EUR5.48bn

- Mortgages EUR5.48bn
OC (committed) 37% (5%)
Average loan size EUR 74,000
*WA LTV 51.2% (indexed)
NPL (>90 days) 0.10%
Fixed rate loans 6%
Interest-only loans 0%

Geography: 100% Finland
- Uusimaa (Helsinki) 51%
- Pirkanmaa (Tampere) 8%
- Varsinais-Suomi (Turku) 5%
- North Ostrobothnia (Oulu) 5%

Asset type:

- Residential 100%
   - Owner-occupied 100%
- Commercial 0%

* Residential mortgages only
Source: Danske Bank plc cover pool data

(as of 29 Jun 2018)
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The Mortgage Society of Finland 

Issuer profile 

Founded in 1860, The Mortgage Society of Finland (Hypo) is the oldest private credit 

institution in Finland. Together, Hypo and the deposit bank Suomen AsuntoHypoPankki 

(SAHP) form The Mortgage Society of Finland Group (Hypo Group). Hypo is the parent 

entity. The group serves some 29,000 customers, who are members of the society as long 

as they have loans outstanding and no arrears. As a mutual company, Hypo is governed by 

the member customers. 

Hypo Group specialises in housing financing in Finland, with an array of related retail 

banking products such as online banking, credit cards (acting as an intermediary, assuming 

no credit risk) and retail deposits. However, the key business for the group is to offer loans 

to households and housing companies secured by residential collateral.  

Hypo operates almost entirely in the major growth centres in Finland, especially in the 

Greater Helsinki area and the Uusimaa region, as well as other selected areas. By Q1 18, 

Hypo’s loan portfolio stood at EUR2.3bn, and for five consecutive years the loan portfolio 

has increased by 20% annually (whereas the market growth has been approximately 5%). 

Deposits account for 56.9% of total funding. In a national context, Hypo remains a small 

lender with a marginal market share in Finland. Instead, Hypo benefits from its niche 

position within mortgage lending, relying on its strong reputation and product offerings, 

e.g. reverse mortgages and loans to housing companies.

By Q1 18, two-thirds of Hypo’s loan book was composed of lending to housing companies 

(66%), followed by households (28%) and housing investors (6%). Lending focuses 

exclusively on Finland, with a 72% concentration in the Metropolitan Area (Helsinki, 

Espoo, Vantaa, Kauniainen), 19% in other growth cities and 9% in other areas. All Hypo’s 

lending is against residential collateral and is done exclusively in euros. Asset quality is 

very strong, with the non-performing loans ratio peaking at just 0.23% in 2014 and 

amounting to 0.13% in Q1 18. Moreover, the average loan-to-value declined steadily to 

36.5% in Q1 18. Amortising loans constitute 95% of the loan book, and the average 

maturity of a loan at the time of withdrawal is 16 years. 

Hypo is rated ‘BBB’ and its covered bond programme has an ‘AAA’ rating, both by S&P. 

Financial performance 

In 2017, Hypo Group’s operating profit before tax amounted to EUR6.7m (2016: 

EUR7.3m). Net interest income improved to EUR9.0m (2016: EUR5.4m), due to loan 

portfolio growth and lower funding costs. Fee income totalled EUR3.5m (2016: 

EUR4.4m), consisting of fees related to lending, trustee services and credit cards. Net 

profits from investment properties (housing units and residential land) amounted to 

EUR2.9m (2016: EUR4.9m). Loan impairments amounted to EUR0.0m (2016: EUR0.3m). 

By end-2017, the Core Tier 1 capital ratio stood at 12.7% (2016: 13.6%), with the 

calculation notably based on standardised risk weights. 

Table 54. Ratings (M/S&P/F) 

Covered bond rating -/AAA/- 

Issuer unsec. rating -/BBB/- 

S&P unused uplift 1 notch 

Source: Moody’s, Standard & Poor’s, Fitch 

Table 55. Financial information 

(group) 

(EURm) 2017 2016 2014 2012

Net interest income 9.0 5.4 6.4 346
Fees & commissions 3.5 4.4 3.6 43

Total other income 5.2 7.9 7.2

Total expenses 11.1 10.1 9.8 -13

Operating profit 6.7 7.3 7.5 124

Core Tier 1 ratio 12.7% 13.6% 15.1% 13.7%

Cost/income ratio 62.5% 57.1% 56.4% 54%

Non-perf. assets % of 
loan portfolio 

0.14% 0.11% 0.23% 1.69%

Source: Hypo Debt Investor Presentation 2017 

Table 56. Further information 

Ticker SUOHYP 

Website www.hypo.fi 

CB maturity structure Soft bullet (12-

month extension) 

Source: Danske Bank  
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Funding and liquidity profile 

The Hypo Group has gradually increased its deposit base to EUR1.5bn by end-2017, 

through its deposit-taking subsidiary SAHP. As a result, deposits constitute more than 50% 

of total funding.  

Hypo Group’s wholesale funding is done through the parent company Hypo (Bloomberg 

ticker: SUOHYP) under its EUR2.0bn debt issuance programme. Hypo was granted an 

authorisation to conduct mortgage bank operations by the Finnish FSA in January 2016 and 

in March, the covered bond programme was approved. The inaugural issue followed in 

May, a EUR250m 5Y covered bond. In September, a EUR50m tap issue followed, to 

increase the issue’s notional amount. Furthermore, a EUR100m private placement was 

done in December. The proceeds were used for Hypo’s general lending purposes and for 

refinancing of existing senior debt and other maturing funding. 

Covered bonds are issued directly from Hypo’s balance sheet. The cover pool assets, which 

consist of euro-denominated Finnish residential mortgage loans and loans to housing 

companies, are segregated by the covered bond register and will thus be isolated from the 

issuer’s other assets in the event of insolvency. The maturity structure is soft-bullet. 

By Q1 18, Hypo’s liquidity portfolio amounted to EUR367m, comprising mainly notes and 

bonds eligible for refinancing with central banks (77%), cash (20%), receivables from 

financial institutions (2%) and other (1%). The size of the liquidity portfolio is equivalent 

to 13.5% of Hypo’s total assets and the liquidity covers Hypo’s maturing wholesale funding 

needs in the following 23 months. 

Cover pool and asset quality 

By June 2018, Hypo’s cover pool stood at EUR1.23m, comprising exclusively euro-

denominated Finnish residential mortgage loans. There are currently no substitute assets in 

the cover pool. The level of over-collateralisation (OC) was 29%. This is well above the 

minimum legal requirement of 2%. Hypo has also stated that it is committed to always 

maintaining sufficient OC to achieve an ‘AAA’ rating from S&P. 

In terms of asset types, about two thirds of the cover pool is composed of mortgages backed 

by multi-family housing (shares in housing companies, 66%), followed by apartments 

(28%) and single-family housing (6%). Shares in housing companies confer on the 

borrower a right to reside in the property and to deal with the property, including pledging 

the shares as security for a mortgage loan. Finnish housing companies are generally non-

profit seeking limited liability entities and while they may file for bankruptcy, historically 

it is very unusual. Households in a housing company have an obligation to pay maintenance 

fees. These fees are normally the sole source of income of a housing company. Should an 

individual owner become insolvent, other owners have an obligation to cover the losses. 

All mortgage loans included have contractual repayment schedules. The weighted average 

indexed LTV of the pool is very low at 32.7%. Furthermore, the pool contains no non-

performing loans or even loans that are in arrears (>30 days). The cover pool is well-

seasoned at 38 months. In line with Finnish peers, there is a high proportion of floating rate 

loans, which could cause arrears to pick up if interest rates were to increase. 

Table 57. Hypo liability split 

Total balance EUR2.79bn 

Due to credit institutions 93.9m (4%) 
Deposits 1,540m (55%) 

Debt issues 987m (35%) 

Subordinated debt 4.5m (0%) 

Other 50.7m (2%) 

Equity 115.8m (4%) 
 

Source: Hypo Annual Report 2017, Danske Bank  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 58. Cover pool information 

 

 

 

 

 

Total Cover Assets EUR1.23bn

- Mortgages EUR1.23bn
OC (committed) 29% (2%)
Average loan size EUR 204,033
*WA LTV 32.7% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 1%
Interest-only loans 0%

Geography: 100% Finland
- Uusimaa (Helsinki) 78%
- Varsinais-Suomi (Turku) 8%
- Pirkanmaa (Tampere) 7%
- Central Finland (Jyväskylä) 3%

Asset type:

- Residential 100%
   - Owner-occupied 97%
   - Second home 1%
   - Buy-to-let 2%
- Commercial 0%

* Residential mortgages only
Source: Hypo cover pool data (as of 29 Jun 2018)
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Nordea Mortgage Bank plc 

 

Company profile 

Nordea Mortgage Bank plc is a wholly owned subsidiary of Nordea Bank AB (Nordea). It 

was established in October 2016, with the purpose of acquiring mortgage loans from the 

parent bank and financing these by issuing covered bonds. Before that, Nordea Bank 

Finland issued covered bonds. However, due to the ‘branchification’ of Nordea’s 

operations in Denmark, Norway and Finland, it created Nordea Mortgage Bank to run the 

group’s Finnish covered bond operations. Accordingly, it demerged all the assets, liabilities 

and reserves of the covered bond operation from Nordea Bank Finland and transferred them 

to Nordea Mortgage Bank, with the former ceasing to exist as a separate entity. 

Nordea has a distinctive footprint in the Nordic area, with around 10 million private customers 

and 700,000 corporate customers, holding leading positions in retail banking, corporate 

finance and savings management. The majority of earnings come from the core markets in 

the Nordic region. Nordea’s market position differs in each geographical market. The bank’s 

market position in the Nordic countries is either first or second, apart from Sweden where the 

bank ranks second/third with household customers, second/third with corporates/institutional 

customers and Denmark where it ranks second/third with corporates/institutions. In Finland, 

Nordea holds a market share of c.30% of the Finnish mortgage market. 

Nordea operates through four main divisions (Personal Banking, Commercial & Business 

Banking, Wholesale Banking and Wealth Management) and the Group Functions & Other 

Center. In 2017, Wealth Management contributed 29% of operating profit, followed by 

Personal Banking (28%), Wholesale Banking (19%), Commercial & Business Banking 

(16%) and Group Functions & Other (9%). 

Nordea has decided to redomicile the parent company to Finland. It plans for the 

redomiciliation to be effective as of 1 October 2018. Nordea has stated that covered bond 

programmes will remain unaffected, in the sense that it intends to continue issuing all 

covered bonds from existing mortgage subsidiaries. 

Nordea’s credit portfolio totalled EUR288bn (excluding repos) as of end-March 2018 and 

is focused mostly on the Nordics (98%). The credit portfolio is split 54/46 between 

household and corporate lending. Within the corporate segment, industry concentration is 

relatively low. The largest exposure is towards real estate, which accounts for 15%. 

Moody’s notes that single-borrower concentration risks detract from an otherwise healthy 

credit quality profile. 

Nordea is rated ‘Aa3’/‘AA-’/‘AA-’ by Moody’s/S&P/Fitch, respectively. Outlooks are 

stable, after S&P revised its negative outlook in May 2017. Nordea Mortgage Bank itself 

is not rated but its covered bonds carry an ‘Aaa’ rating from Moody’s. 

Financial performance 

In 2017, operating profit fell 13.6% to EUR3,998m. Net interest income was 1.3% lower, 

reflecting a 2% fall in lending volumes (in local currencies). However, lending margins 

improved somewhat, driven primarily by household lending. Commission income 

increased 5% (in local currencies), while the net result from items at fair value decreased 

by 22% (local currency), due mainly to adjustments to CVA and FFVA. Net loan losses 

Table 59. Ratings (M/S&P/F) 

Covered bond rating: Aaa/-/- 

Issuer rating* Aa3/AA-/AA- 
Moody’s C-score 5.1% 

- Excl systemic risk 2.7% 

Moody’s TPI/leeway Probable/5 

Moody’s CB anchor Aa2 (cr) + 1 
 

Source:  of Nordea Bank AB 

 

 

Table 60. Financial info (Nordea Group) 

 

  

2014 2011 2010 2009 
 

Source: Nordea Annual Report 2017 

 

 

Table 61. More info 

Bond ticker NDASS 
Website www.nordea.com 

CB maturity structure* Hard bullet 
 

* EUR benchmark covered bonds 

Source: Danske Bank 

 

EURm 2017  2016  

Net interest income 4,666 4,727    

Fees and commissions 3,369    3,238    

Net gain/losses 1,328    1,715    

Operating income 9,469    9,927    

Pre-provision profit 4,367    5,127    

Loan losses and provisions 369        502        

Operating profit 3,998    4,625    

Cost/income ratio 54.0% 50.0%

CET1 capital ratio 19.5% 18.4%

Tier 1 capital ratio 22.3% 20.7%

Total capital ratio 25.2% 24.7%
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decreased 26% to EUR369m in 2017, corresponding to a loan loss ratio of 12bp (2016 

15bp). 

Nordea strengthened its CET1 capital ratio in 2017 through retained profits and continued 

focus on capital management, reaching 19.5% at end-2017 (2016 18.4%). Nordea issued 

an inaugural EUR750m AT1, with a coupon of 3.5%. Nordea’s capital policy is to have a 

buffer of 50-150bp above the regulatory CET1 requirement, which it assessed to be 17.6% 

at year-end 2017. Nordea’s liquidity buffer stood at EUR99bn at year-end, comprising 

central bank eligible high-grade liquid securities. 

Business model and funding profile 

Nordea has a broad and diversified funding structure, due to a stable retail customer base 

and a variety of funding programmes. At end-March 2018, outstanding long- and short-

term funding amounted to EUR196bn, of which domestic covered bonds issued through 

Nordea Hypotek, Nordea Kredit and Nordea Eiendomskreditt accounted for 47%, while 

international covered bond issues (mainly covered bonds issued in euro by Nordea 

Mortgage Bank) amounted to 10%. 

Nordea Mortgage Bank is licensed to issue covered bonds according to the Finnish Covered 

Bond Act under its EUR25bn programme. Investors have dual recourse to Nordea 

Mortgage Bank and the cover pool. In addition, investors in covered bonds issued prior to 

the demerger from Nordea Bank Finland were provided with a secondary guarantee, 

preserving a residual claim on Nordea (Nordea Bank Finland prior to the cross-border 

merger) for any shortfall remaining after recourse to Nordea Mortgage Bank and the cover 

pool. In contrast, this guarantee does not cover investors in covered bonds issued after 

October 2016. However, the credit quality of both the grandfathered covered bonds and 

bonds issued after the demerger is linked closely to the parent bank, due to the dedicated 

liquidity facility provided to Nordea Mortgage Bank on its behalf. Therefore, there is no 

difference in rating between grandfathered and non-grandfathered covered bonds. 

Underwriting criteria follow a harmonised Nordea Group policy. For residential mortgage 

loans, this means that, among other things, it always takes collateral in the form of real 

estate or a share in housing companies. It checks borrowers’ ability to repay using stressed 

scenarios and conducts a credit bureau check. Furthermore, it carries an individual 

valuation of the property based on market value. 

Cover pool and asset quality 

At the end of Q2 18, Nordea Mortgage Bank’s cover pool stood at EUR20.1bn, comprising 

99% residential mortgage assets and 1% public sector exposure (all backed by the Finnish 

sovereign). The level of overcollateralisation was 9%, well above the legal minimum of 

2% and the requirement from Moody’s to maintain the current triple-A rating (0.0%). The 

weighted-average LTV was 48.9% on an indexed basis and there are no non-performing 

loans in the cover pool. The collateral score assigned by Moody’s is 2.7% when looking at 

the metric provided that excludes systemic risk, which is very low, i.e. pointing to solid 

credit quality. Geographically, the majority of loans are located in the capital area (43%). 

Of the loans in the cover pool, 98% have a variable interest rate and 95% of the mortgages 

are amortising. 

 

Table 62. Funding profile (group) 

Total funding base (EURbn) 196 

Domestic covered bonds 47% 
International covered bonds 10% 
International senior unsec. 21% 
Domestic senior unsec. 3% 
Subordinated debt 5% 
Short-term funding 14% 

 

Source: Nordea Debt Investor Presentation March 

2018 

 

 

 

Table 63. Cover pool info 

 

* Residential mortgages only 

Source: Nordea Mortgage Bank cover pool data 

(as of 30 June 2018) 

 

Total Cover Assets EUR20.08bn

- Mortgages EUR19.92bn
- Public sector DKK0.2bn
OC (committed) 9% (2%)
Average loan size EUR 63,017
*WA LTV 48.9% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 2%
Interest-only loans 5%

Geography: 100% Finland
- Uusimaa (Helsinki) 43%
- Pirkanmaa (Tampere) 10%
- Varsinais-Suomi (Turku) 7%
- North Ostrobothnia (Oulu) 5%

Asset type:

- Residential 100%
   - Owner-occupied 97%
   - Second home 3%
- Commercial 0%

* Residential mortgages only
Source: Nordea Mortgage Bank cover pool data

(as of 30 Jun 2018)
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Oma Säästöpankki 

 

Company profile 

Oma Säästöpankki Oy (OmaSp) is Finland’s largest independent savings bank, operating 

mainly in the regions surrounding the cities in western and eastern Finland. The bank has 

a client base of 135,000, which it services through OmaSp’s 39 branches as well as through 

online and mobile banking. OmaSp’s most important customer segments are Finnish 

households, agriculture and forestry and small- and medium-sized enterprises. 

OmaSp provides basic depository operations and various bank services, such as lending, 

investments, derivative contracts and off-balance sheet commitments. In addition, OmaSp 

acts as a broker for products offered by its partners, including pension and life insurance 

products, loan insurance and deficiency guarantees. OmaSp also works in co-operation 

with several real estate brokers. 

OmaSp is owned by local savings banks’ foundations and was formed by mergers between 

individual savings banks, each of which has a long-standing history. OmaSp was established 

in 2009 with the merger of the savings banks of Töysä and Kuortane. Parkanon joined in 2013 

and Kantasäästöpankki, Suodenniemen and Etelä-Karjalan also became part of OmaSp in 

2014. In 2014, OmaSp split from the Finnish Savings Bank Group (Säästöpankkiliitto), which 

is a co-operative of 23 Finnish savings banks sharing a joint and several guarantee. OmaSp has 

since set up its own funding programmes, including establishing a covered bond programme 

in 2017. In 2015, two co-operative banks (Joroisten Osuuspankki and Pyhäselän 

Paikallisosuuspankki) became part of OmaSp. Further, in 2017, OmaSp purchased S-Bank’s 

SME, agriculture and forestry operations and customers of these were transferred in December. 

In August 2018, OmaSp announced that it is contemplating a potential listing on the Helsinki 

Stock Exchange, in order to support its growth strategy and strengthen its capital structure. 

OmaSp’s financial profile is low-risk in nature. At end-2017, the loan portfolio stood at 

EUR2.1bn, of which retail exposures account for 60%. Within the business loan portfolio, 

real estate activity is the largest exposure at 34%, followed by agriculture, forestry and 

fishery (26%), trade (7%) and construction (6%). At end-2017, 96% of the loan book was 

secured with collateral. The share of non-performing loans stood at 1.0%, equivalent to 

EUR20m (defined as receivables more than 90 days overdue). 

OmaSp is rated ‘BBB+’ by S&P with a stable outlook. As credit strengths, S&P (September 

2017) highlights OmaSp’s very strong projected capitalisation, its solid and mutual 

business model and the sound regional franchise in selected smaller cities. Weaknesses 

according to S&P are the bank’s concentrated business operations, its dependence on 

partners for product and service offerings and some reliance on wholesale funding. 

Financial performance 

OmaSp posted a good financial performance in 2017. For the whole year, the group achieved 

net profit (before tax) of EUR30m, up 48% on 2016. Net interest income rose 8% to EUR39m. 

The contribution of derivative hedging effects to net interest income was EUR1m, versus 

EUR2m in 2016. Net commission income was EUR21m (2016 EUR18m), of which 

commission income was EUR25m (2016 EUR21m). The group’s balance sheet increased 27% 

to EUR2.7bn at end-2017 (end-2016 EUR2.2bn). Loans totalled EUR2.1bn (2016 EUR1.8bn), 

while deposits amounted to EUR1.6bn (2016 EUR1.5bn). The net increase in total lending was 

 

Table 64. Ratings (M/S&P/F) 

Covered bond rating -/AAA/- 

Issuer rating -/BBB+/- 
Unused uplift (S&P) 2 notches 

 

Source: Moody’s, Standard & Poor’s, Fitch, Danske 

Bank 

 

Table 65. Financial information 

(group) 

EURm 2017 2016 2015 2014 2007 

Net interest income 39 37 32 10,975  32,558 
Net fee and commission 21 18 15 6,467  8,878 

Net other income 16 6 7 17,442 5,959 

Total income. 74 60 54 (8,322) 19,993 

Operating expenses 41 36 32 (1,102) 0.04% 

Pre-provision income 33 25 22   

Loan losses 3 4 4 1,762 56% 

Net profit  30 21 18   

Cost/income ratio 55.5% 58.9% 59.5% 49.8 %  

Total assets 2,727 2,152 1,932   

CET1 ratio 17.8% 18.6% 19.4% 12.8 %  

Tier 1 capital ratio 17.8% 18.6% 19.4% 22.0 %  

Total capital ratio 19.1% 19.1% 20.2%   

Leverage ratio 8.4% 9.9% 9.7%   

LCR 280.3% 111.3% 87.0%   
 

Source: OmaSp Annual Report 2017, Danske Bank 

 
 

Table 66. More info 

Bond ticker: OMASST 
Website: www.omasp.fi/en 

CB maturity structure Soft bullet (12 month 

  extension) 
 

Source: Danske Bank 

 

http://www.omasp.fi/en
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EUR323m, of which EUR140m related to the transaction with S-Bank, while EUR23m was 

due to transfer of mortgages from Aktia Real Estate Mortgage Bank’s balance sheet. 

The bank applies the standardised method for credit risks and the basic method for 

operative risks. Total risk-weighted items amounted to EUR1.3bn. Given total own funds 

of EUR250m, the total capital ratio stood at 19.1% at end-2017, while the amount of core 

capital was EUR233m, resulting in a CET1 ratio of 18.6%. OmaSp has not issued AT1 

capital. 

Business model and funding profile 

OmaSp maintains a solid deposit funding base, which accounted for 68% of total funding 

at end-2017 and thus continues to be the main source of funding. In addition, senior bonds 

and certificates of deposit complement the funding structure. Furthermore, in November 

2017, OmaSp established a EUR1.5bn covered bond programme, adding to the diversity of 

its funding sources. It issued the inaugural covered bond, a EUR250m 2022 bond, in 

December 2017 and tapped it for a further EUR100m in June 2018. 

S&P notes that OmaSp increased the share of short-term wholesale funding in 2016. This 

reflects the transfer of mortgages originated by OmaSp from Aktia Real Estate Mortgage 

Bank, which ceased to exist as a separate legal entity in February 2017. However, S&P has 

also commented on OmaSp’s plans to enter the covered bond market, noting that it would 

strengthen the bank’s funding metrics to a sound level. 

S&P has assigned a preliminary ‘AAA’ rating to OmaSp’s mortgage covered bond 

programme based on preliminary cover pool data. 

Cover pool and asset quality 

At March 2018, the cover pool backing OmaSp’s covered bond programme stood at 

EUR400m. It was composed solely of Finnish residential mortgage loans. Geographically, 

the cover pool is exposed mostly to the rural areas of the western and eastern parts of the 

country, with the region of Southern Ostrobothnia (major city Seinäjoki, the 17th largest 

city in Finland) accounting for the largest exposure at 31% of the cover pool notional. The 

capital region of Uusimaa accounts for just 4%. The cover pool consists of 7,463 loans and 

the average loan size is EUR53,602, which is fairly low relative to the average size for 

domestic peers. There are no non-performing loans in the cover pool. The weighted-

average indexed LTV is 55.5%. 

The triple-A covered bond rating from S&P benefits from two notches of unused uplift and 

OmaSp states that it is committed to keeping the rating at its current level. 

 

Table 67. Funding profile (OmaSp) 

Total funding base EUR2.4bn 

Deposits 68% 
Senior bonds 14% 

Covered bonds 10% 

Certificates of deposits 6% 

Subordinated bonds 1% 
 

Source: OmaSp Investor Presentation June 2018 

 

 

Table 68. Cover pool information 

Cover pool EUR0.4bn 

- Residential mortgages 100% 

OC (nominal) 60.0% 

Average loan size EUR53,602 
WA indexed LTV 55.5% 

NPL (>90 days) None 

Fixed rate mortgages 3.7% 

Asset type  

- Owner-occupied 94.5% 

- Second home 5.1% 

- Other 0.3% 

Geography 100% Finland 

- Southern Ostrobothnia 31% 

- South Karelia 18% 

- Pirkanmaa 12% 

- Kymenlaakso 11% 

- Other (<10%) 28% 
 

Source: OmaSp cover pool report, Q1 2018 
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OP Mortgage Bank 

 

Company profile 

OP Mortgage Bank is a wholly owned subsidiary of the OP Cooperative and was 

established in 2000 as a mortgage bank under the act governing mortgage credit banks. Its 

sole purpose is to issue covered bonds backed by domestic Finnish mortgages acquired 

from the member co-operative banks. All operations are supported through services from 

the Central Cooperative and its group companies, and OP Mortgage Bank therefore has 

only a very limited number of employees. 

OP Financial Group is the largest financial services group in Finland, offering banking, non-

life insurance and wealth management services for c.4.4m customers. Domestically, the group 

has market shares of c.37% in deposits, c.36% in loans and c.32% in non-life insurance.  

The central institution of OP Financial Group is OP Cooperative, which acts as the group’s 

strategic owner institution and is responsible for carrying out control and supervision duties. 

OP Cooperative is owned by the 157 member co-operative banks. The cooperative banks are 

independent local deposit banks owned by 1.8m owner-customers, 90% of which are 

households. The subsidiaries of OP Cooperative are divided into three business lines: Banking, 

Non-Life Insurance, and Wealth Management. Banking is the largest business line, accounting 

for nearly 70% the group’s pre-tax earnings. Banking is further divided into Private Customers, 

Corporate Customers, Markets and Baltics. Among others, it includes the subsidiaries OP 

Corporate Bank Plc and OP Mortgage Bank.  

OP Financial Group’s gross loan book amounted to EUR82.2bn by end-2017, of which home 

loans account for 46%, other household loans 15%, corporate loans 24%, housing associations 

9% and 6% are other loans. 

Since 1997, the OP Cooperative and the member credit institutions have operated as a single 

entity for regulatory purposes under a joint and several guarantee, established under the Finnish 

legal framework for co-operative banking (the joint liability scheme applies only to banking 

activities, i.e. excluding the insurance companies Pohjola Insurance and OP Life Assurance). 

OP Corporate Bank, the group’s corporate subsidiary, which is also the entity responsible for 

raising senior unsecured funding, is rated ‘Aa3’ by Moody’s and ‘AA-’ by S&P. Both ratings 

carry a stable outlook. Covered bonds issued by OP Mortgage Bank are rated ‘Aaa/AAA’ by 

Moody’s/S&P, respectively. Rating buffers are significant, with 5 notches of unused uplift with 

S&P, and likewise TPI leeway of five notches with Moody’s. 

Financial performance 

In 2017, the group’s earnings fell to EUR1,077m before tax (2016: EUR1,138m) due to 

increased expenses, mainly from development investments worth around EUR450m. Net 

interest income increased by 3% to EUR1,094m, while net insurance income fell by 14% to 

EUR478m, due to a rate reduction and poorer claims developments. 

  

 

Table 69. Ratings (M/S&P/F) 

Covered bond rating: Aaa/AAA/- 

Issuer rating:* Aa3/AA-/- 

Moody’s C-score  5.0% 

- Excl. syst. risk: 2.0% 

Moody’s TPI / Leeway: Probable-High / 5 

Moody’s CB anchor Aa2(cr) + 1 

S&P unused notches: 5 
 

* Parent rating (OP Corporate Bank Plc)                                      

Source: Moody’s, Standard & Poor’s, Fitch 

 

Table 70. Financial information                      

(OP Financial Group ) 

 
EURm 2017 2016 2014 2013 2012 2011 2010 2009 

Net interest income 1,094 1,058 2,404 2,119 27,216 25,252 23,436 22,633 
Net insurance income 478 558 1,732 1,824 6,962 6,879 7,293 6,655 

Commissions and fees 928 859 236 167 18,129 13,495 20,035 19,748 

Net investment income 495 390       

Other operating income 121 123       

Total operating income 3,115 2,989       

Pre-provision profit 1,342 1,422 2,858 2,479 20,957 21,853 21,081 18,716 

Loan losses and provisions 48 77 257 132 3,179 3,445 2,997 7,710 

Owner-customer bonuses 217 206       

Operating profit (pre-tax) 1,077 1,138 2,601 2,347 17,776 18,407 18,108 11,032 

Cost/income ratio 57% 52% 41.8% 44.9% 1.50% 1.50% 1.55% 1.71% 

CET1 capital ratio 20.1% 20.1% 11.5% 11.1% 49.1% 47.1% 47.6% 48.4% 

Tier 1 capital ratio 20.3% 20.3% 12.3% 12.8% 10.7%    

Total capital ratio 22.5% 23.1% 14.5% 14.1% 11.0% 9.9% 10.1% 9.3% 
 

Source: OP Financial Group financial statements 

2017 

 
 

Table 71. More info 

Bond ticker: OPBANK 
Web site: www.op.fi/op/op-

financial-group/debt-
investors 

CB maturity structure* Soft bullet (12 

month extension) 
 

* EUR benchmark covered bonds 

Source: Danske Bank  
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Net commissions and fees were up 8%, broadly unchanged at EUR928m. Net investment 

income increased 27% 10% to EUR495m. Loan losses amounted to EUR77m (2015: 

EUR78m) and the loan loss ratio remained low at just 6bp (2016: 9bp). The group’s CET1 

ratio was 20.1% by end-2017 (2016: 20.1%). OP Financial Group had an LCR ratio of 

123% (2016: 117%) by end-2017 and the liquidity buffer stood at EUR23.3bn, comprising 

mainly triple ‘A’ rated exposures (86%). 

Business model and funding profile 

In terms of the overall funding mix, deposits account for around 60%, of which some two-

thirds are from households. S&P notes that OP Financial Group has one of the highest 

deposit funding ratios among large Nordic banks. For market-based funding (36% of the 

funding base) OP Financial Group seeks funding in the international capital markets 

through its issuing entities, OP Corporate Bank and OP Mortgage Bank.  

OP Corporate Bank plc is the central bank and the most significant subsidiary of OP 

Cooperative. OP Corporate Bank has a EUR20bn Euro Medium Term Note (EMTN) 

programme for the issuance of long-term debt instruments and a EUR15bn Euro 

Commercial Paper (ECP) programme for the issuance of short-term debt instruments. 

OP Mortgage Bank is responsible for the group’s secured funding by issuing mortgage-

backed covered notes under its EUR15bn Euro Medium-Term Covered Note programme. 

The housing loans used as collateral are subject to strict eligibility criteria and may be 

transferred from the member co-operative banks to OP Mortgage Bank. Alternatively, 

origination can be performed directly onto the balance sheet of OP Mortgage Bank, with 

the member co-operative bank acting as a broker. OP Mortgage Bank utilises the structure 

of the group by outsourcing the origination and servicing of the mortgage assets to member 

banks. Furthermore, risk management, IT, accounting etc. are outsourced to OP 

Cooperative and OP Corporate Bank assists with interest rate risk management. 

OP Mortgage Bank’s loan portfolio increased to EUR13.6bn in 2017 from EUR10.9bn in 

2016. During the year, it acquired mortgage loans from the member banks amounting to 

EUR1.7bn. 

Cover pool and asset quality 

As of June 2018, OP Mortgage Bank’s cover pool totalled EUR13.4bn. The cover pool 

consists of 100% Finnish residential mortgages with an average loan size of EUR53,110. 

Of the mortgages included in the cover pool, 96% are on owner-occupied properties and 

there are no non-performing loans in the cover pool. The indexed LTV for the cover pool 

stands at 45%. The credit quality of the cover pool is very good, as is also evident in the 

collateral score of 5.0% assigned by Moody’s (2.0% excluding systemic risk). 

The over-collateralisation was 14.3% and remained comfortably above the legal minimum 

(2%). OP MB has not committed to maintaining additional OC above this level. The 

geographical location of the cover pool assets is diversified across Finland, with a 

concentration in Uusimaa province (home to the capital city, Helsinki).  

 

 

Table 72. Funding profile of OP 

Financial Group 

Total funding EUR93bn 

Deposits 60% 

Senior unsecured 9% 

Covered bonds 11% 

Euro CP and CDs 7% 

Money market deposits 8% 

TLTRO2 4% 
 

Source: OP Debt Investor Presentation 2017, 

Danske Bank calculations 

 

 

Table 73. Cover pool 

 

 

Total Cover Assets EUR13.41bn

- Mortgages EUR13.41bn
- Other EUR3m
OC (committed) 14% (2%)
Average loan size EUR 53,110
*WA LTV 44.7% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 2%
Interest-only loans 0%

Geography: 100% Finland
- Uusimaa (Helsinki) 34%
- Varsinais-Suomi (Turku) 10%
- Pirkanmaa (Tampere) 10%
- North Ostrobothnia (Oulu) 9%

Asset type:

- Residential 100%
   - Owner-occupied 96%
   - Second home 1%
   - Buy-to-let 1%
   - Agricultural 2%
- Commercial 0%

* Residential mortgages only
Source: OP MB cover pool data (as of 30 Jun 2018)
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Sp Mortgage Bank Plc 

 

Sp Mortgage Bank Plc (Sp Mortgage Bank) was established in March 2016 as the secured 

funding vehicle of the Finnish Savings Banks Group, with the sole purpose of issuing covered 

bonds backed by mortgage collateral. Sp Mortgage Bank is 100% owned by the Savings 

Banks Group. 

The Savings Banks Group is the oldest banking group in Finland. It consists of the Savings 

Banks Amalgamation and other companies owned by the savings banks belonging to the 

Amalgamation. The Amalgamation comprises the Savings Banks’ Union Coop, 23 member 

savings banks, the Central Bank of Savings Banks Finland Plc (CBSBF), Sp Mortgage Bank 

and the companies within the consolidation groups of these entities, as well as Sp-Fund 

Management Company Ltd.  

Under the Finnish Amalgamations Act, the member savings banks, CBSBF, Sp Mortgage 

Bank and the Union Coop operate as a single entity for regulatory purposes under a joint and 

several guarantee scheme. The Union Coop is the central institution of the Amalgamation and 

has the obligation to supervise the operations of the member credit institutions. 

The Savings Banks Group has close to 0.5m customers and about 150 branch offices spread 

across Finland. The Group has c.5% market share in household lending and nearly 6% market 

share in household deposits. By end-2017, the Group had EUR11.3bn of total assets, and a 

loan book of EUR7.8bn. The main focus is on retail customers, who comprise 75% of lending, 

predominantly in the form of mortgages. Other target groups include SMEs (18% of lending) 

and agricultural customers (7% of lending).  

CBSBF is rated ‘A-’ (stable) by S&P. According to S&P, the ratings of CBSBF reflect S&P’s 

assessment that the Savings Banks Group has begun operating as a cohesive banking group 

supported by its amalgamation. According to S&P, this is demonstrated by its common 

strategy, unified risk culture, and guidelines. The group’s access to both secured and 

unsecured funding is also viewed positively. Covered bonds issued by Sp Mortgage Bank are 

rated ‘AAA’ by S&P. 

Financial performance 

In 2017, the Savings Banks Group reported pre-tax profits of EUR88.2m, i.e. a 26.7% 

increase versus 2016 (EUR69.6m). Total operating revenue grew to EUR282.4m (2016: 

EUR245.4m) on the back of broad-based income increases. Operating expenses grew to 

EUR182.7m (2016: EUR158.1m), reflecting growth in personnel expenses and other 

administrative expenses. Impairments amounted to EUR13.3m (2016: EUR8.4m), which is 

0.17% (2016: 0.12%) of the loan portfolio. Non-performing receivables increased slightly and 

amounted to 1.2% of the credit portfolio (2016: 0.94%). The Group’s cost to income ratio 

was 64.7% (64.4%). The capital ratio of the Savings Banks Amalgamation was 19.1% 

(19.5%) and the CET1 capital ratio was 18.2% (18.5%), using the standardised method for 

credit risk. 

  

 

Table 74. Ratings (M/S&P/F) 

Covered bond rating -/AAA/- 

Issuer rating (CBSBF): -/A-/- 
S&P unused uplift: 3 

 

Source: Rating agencies 

 
 

Table 75. Financial information                      

(Savings Banks Group ) 

 
EURm 2017 2016 2014 2013 2012 2011 2010 2009 

Net interest income 142 132 2,404 2,119 27,216 25,252 23,436 22,633 
Fees and commissions 79 71 1,732 1,824 6,962 6,879 7,293 6,655 

Net trading income 39 18 236 167 18,129 13,495 20,035 19,748 

Net investment income 16 12       

Net life insurance income 3 -1       

Other operating income 3 13       

Total operating income 282 245       

Pre-provision profit 99 77 2,858 2,479 20,957 21,853 21,081 18,716 

Loan losses and provisions 13 8 257 132 3,179 3,445 2,997 7,710 

Operating profit (pre-tax) 88 70 2,601 2,347 17,776 18,407 18,108 11,032 

Cost/income ratio 64.7% 64.4% 41.8% 44.9% 1.50% 1.50% 1.55% 1.71% 

CET1 capital ratio 18.2% 18.5% 11.5% 11.1% 49.1% 47.1% 47.6% 48.4% 

Tier 1 capital ratio 18.2% 18.5% 12.3% 12.8% 10.7%    

Total capital ratio 19.1% 19.5% 14.5% 14.1% 11.0% 9.9% 10.1% 9.3% 
 

Source: Savings Banks Group financial statements 

2017 

 
 

Table 76. More information 

Bond ticker: SPMTBK 
Website: www.saastopankki.fi/velkasijoittajat 

CB maturity structure* Soft bullet (12 

month extension) 
 

* EUR benchmark covered bonds 

Source: Danske Bank  
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Business model and funding profile 

The role of Sp Mortgage Bank is, together with CBSBF, to obtain funding for the Savings 

Banks Group from the money and capital markets. CBSBF offers treasury services for the 

Group and is also the entity responsible for senior unsecured financing. CBSBF issues notes 

out of a EUR2bn EMTN programme, either via public issues or private placements. 

Additionally, CBSBF issues domestic CDs up to the maturity of 12 months.  

For covered bond funding, the Savings Banks Group relies on Sp Mortgage Bank. Earlier, 

secured funding was raised through Aktia Real Estate Mortgage Bank, in which the Savings 

Banks Group held a 31.6% share. However, the cooperation ended in October 2012 and the 

group decided to establish its own mortgage subsidiary. The mortgage loans of Aktia Real 

Estate Mortgage Bank which were intermediated by the Savings Banks are in the process 

of being transferred to the balance sheets of the Savings Banks and to Sp Mortgage Bank. 

In November 2016, Sp Mortgage Bank established a EUR3bn Covered Bond Programme, 

and the inaugural deal, a EUR500m 5Y issue, was executed later that month. 

Like the other credit institution members of the Amalgamation, Sp Mortgage Bank shares 

the joint and several guarantee. However, the cover pool is ring-fenced, being only for the 

benefit of the covered bondholders. The cover pool consists of mortgages intermediated 

and transferred by the 23 savings banks. In addition, part of the loan portfolio intermediated 

by the savings banks in Aktia Real Estate Mortgage Bank will be transferred. 

Cover pool and asset quality 

As of 30 June 2018, the total cover pool stood at EUR1.6bn, consisting entirely of Finnish 

prime residential mortgages.  

The cover pool’s LTV is 59%. The nominal overcollateralisation level stood at 63%. 

According to Sp Mortgage Bank, the OC will be kept on a level that maintains the AAA 

rating from Standard & Poor's on the covered bonds, currently 17.71%. There are no non-

performing loans in the cover pool. 

Geographically, the cover pool is distributed throughout Finland, albeit with a majority in 

growth centres and their close proximity.  

 

 

 

Table 77. Funding base 

(Amalgamation) 

Deposits  69% 

Senior unsecured 14% 

Covered bonds 11% 

Debt to credit institutions 2% 

CD’s 3% 

Subordinated loans 1% 
 

Source: Savings Banks Group Investor 

Presentation February 2018 

 

 

 

 

 

 

 

Table 78. Cover pool information 

Cover pool EUR1.6bn 

- mortgage assets 100% 

Average loan size EUR88,800 
WA Indexed LTV 58.6% 

WA Unindexed LTV 58.4% 

NPL (>90d) None 

OC (committed) 63% (17.7%) 

Interest-only loans 0% 

Fixed rate loans 1% 

Geography 100% Finland 

- Uusimaa 30% 

- Varsinais-Suomi 18% 

- Pirkanmaa 14% 

- Pohjois-Savo 7% 

Asset type  

- Owner occupied 

- Holiday homes 

99% 
1% 

 

Source: Sp Mortgage Bank HTT June 2018 
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Norwegian covered bonds 

 

Overview and recent developments 

Since issuance of Norwegian covered bonds started in 2007, the size of the market has grown 

considerably. By Q1 18, the outstanding volume was NOK1,147bn (equivalent to some 

EUR120bn). Of this amount, nearly half is denominated in EUR (49%), followed by NOK 

(45%), USD (4%) and other currencies (2%). Norwegian issuers thus rely to a greater degree 

on EUR funding than Swedish and Danish peers, reflecting the limited depth of the domestic 

market. That said, many of the smaller issuers focus exclusively on NOK-denominated covered 

bonds. By Q2 18, there were 25 active issuers, of which 10 had outstanding covered bonds in 

EUR. DNB Boligkreditt is by far the largest issuer, accounting for 37% of the total outstanding 

volume of Norwegian covered bonds, followed by SpareBank 1 Boligkreditt (19%), Eika 

Boligkreditt (7%) and Nordea Eiendomskreditt (7%). 

In March 2015, SpareBank 1 SR-Bank, a founding member of the SpareBank 1 Alliance and 

one of the largest stakeholders in SpareBank 1 Boligkreditt, established its own covered bond 

entity SR-Boligkreditt. In September 2015, SR-Boligkreditt issued its inaugural EUR 

benchmark deal and has since come to the market on two occasions. In March 2016, 

Sparebanken Sør Boligkreditt launched its first EUR benchmark deal, having until then been 

active only in the domestic market. In September 2016, OBOS Boligkreditt made its debut in 

the local NOK covered bond market. OBOS Boligkreditt is the wholly owned residential 

mortgage company of OBOS-Banken, which is one of the owners of Eika Boligkreditt. OBOS 

intends to use its own covered bond subsidiary for financing residential mortgage loans (see 

the Eika Boligkreditt issuer profile later in this document for further details). In March 2017, 

Møre Boligkreditt made its debut in the euro sub-benchmark segment and in April 2018, 

Sbanken issued its inaugural EUR benchmark deal. 

Supported by, among other things, the emergence of new issuers, the total supply of EUR 

benchmarks from Norway has been increasing in recent years. Year-to-date supply amounts to 

EUR7.0bn (as of 21 August 2018). 

Chart 17. Outstanding Norwegian covered bonds by issuer 

across currencies (NOK equivalent) Q1 18 

 
Chart 18. Supply of Norwegian EUR benchmark covered 

bonds by issuer and year to 20 August 2018 

 

 

 

Source: Finans Norge, Danske Bank  Source: Bloomberg, Danske Bank 
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From a strategic perspective, Norwegian covered bonds benefit from the strong credit of 

the underlying sovereign, strong cover pools consisting primarily of residential mortgage 

collateral, as well as the firm capitalisation of the parent banks. 

In the secondary market, Norwegian covered bonds have traded with a slight discount to their 

Swedish peers in recent years. We view this as fair, considering the strength of the Swedish 

banking sector and the well-established domestic investor base in Sweden. Looking across 

issuers, some spread differentiation is noticeable, with DNB pricing the tightest. At the other 

end of the spectrum, we find the newcomers (Sparebanken Sør Boligkreditt, SR Bank and 

Sbanken Boligkreditt). 

Chart 19. Norwegian vs Swedish covered bonds (iBoxx 

indices ASW) 22 August 2018 

 
Chart 20. Norwegian EUR benchmark covered bond 

landscape 28 August 2017 (y/y ASW) 

 

 

 

Data as of 22 August 2018. Source: Markit  Data as of 21 August 2018. Source: Danske Bank 

Background 

The Norwegian covered bond legislation dates back to 2002, when the Norwegian 

Parliament introduced the Mortgage Act to facilitate the issuance by mortgage institutions 

of bonds secured by mortgage loans. However, several areas in the act required further 

clarification, particularly within the areas of asset segregation and bankruptcy remoteness. 

In 2004, the Parliament passed amendments to the Financial Institutions Act, allowing 

Norwegian financial institutions to issue both mortgage and public-sector covered bonds. 

Further changes were approved in the coming years and following lengthy studies and 

several reviews, the Norwegian covered bond legislation was formally adopted in June 2007. 

A new Norwegian Act on Financial Institutions came into force in January 2016, amending 

the previous legal framework so that covered bond issuers may not be declared bankrupt 

but will be placed under public administration. The changes also permitted the Ministry of 

Finance to set a mandatory minimum overcollateralisation level, which it did in March 

2017, setting the level at 2%. 

Issuance initially focused mainly on EUR, with DNB Boligkreditt launching its inaugural 

deal in July 2007, followed by SpareBank 1 Boligkreditt. In addition, DNB Boligkreditt, 

Eika Boligkreditt (then known as Terra Boligkreditt) and SpareBank 1 Boligkreditt issued 

covered bonds in domestic currency that year. When the financial crisis hit in 2008, 

Norwegian banks were affected by the liquidity shortage. In order to provide support to 

lenders, Norwegian authorities offered to swap treasury bills for covered bonds from 

Norwegian issuers (bytteordningen). A total of NOK230bn of covered bonds was 

exchanged in swap agreements with the government in 2008 and 2009. The last covered 

bond used in the swap agreement matured in June 2014. 
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The introduction of the swap facility at Norges Bank in 2008 prompted many new issuers. 

While many issuers initially issued only for this repo facility, increasing interest from 

domestic investors over the past few years – fuelled not least by the incentives provided in 

regulations such as Basel III/CRD4 and Solvency 2 – has resulted in a rapid build-up of a 

domestic market for NOK covered bonds, though still far from the size of the Danish and 

Swedish markets. 

Chart 21. Outstanding Norwegian covered bonds by currency end-Q1 18 

 

Source: Finans Norge, Danske Bank 

Key elements of the Covered Bond Act 

In Norway, the legal basis for covered bond issuance is the Norwegian Act on Financial 

Institutions, which came into force on 1 January 2016 (henceforth ‘the Act’). 

The structure of the issuer is restricted to specialised institutions, which operate with the 

principal purpose of granting loans (typically mortgages) financed by the issuance of 

covered bonds. Typically the issuer is a subsidiary of a parent bank or banking group. 

Bankruptcy of the parent entity might not necessarily extend to the specialised issuer, which 

may continue to operate as a solvent entity in such a scenario. In contrast, covered bond 

holders typically do not benefit from a claim on the issuer’s parent and issuers typically do 

not hold many assets outside the cover pools. 

Cover assets may include residential and commercial mortgages, public loans, derivatives 

and substitute assets, as well as loans secured on other registered assets (inclusion of such 

assets is subject to regulatory approval). Substitute assets may amount to only 20% of the 

cover pool, although this limit may be raised temporarily to 30% subject to approval by the 

Norwegian FSA. Geographically, assets located within the EEA or OECD are allowed 

subject to rating requirements on the underlying sovereign. However, in practice, 

Norwegian cover pools contain only domestic assets. 

LTV ratio limits are 75% for residential mortgages and 60% for holiday homes and 

commercial loans. Valuation of the underlying asset is based on prudent market value. 

Mortgages where the LTV exceeds the statutory limit due to price declines are still eligible 

and can remain in the cover pool but it will not be taken into account for coverage 

calculations. The same principle applies to non-performing assets, i.e. loans that are more 

than 90 days in arrears. 
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Legal requirements for asset-liability management include a strict mark-to-market 

principle, whereby the value of the cover pool must at all times exceed the value of the 

preferential claim of covered bond holders. Only the value of performing mortgages that 

are within the LTV limits are taken into account. Also, the maximum exposure to one single 

borrower is limited at 5% of the cover pool when running the coverage tests. However, 

there is no nominal coverage test. Issuers must establish limits on interest rate risks and are 

not allowed to take on any substantial FX risk. 

Over-collateralisation of 2% is required. 

Supervision is the responsibility of the Norwegian FSA, which appoints an independent 

cover pool inspector. The cover pool inspector monitors compliance with the register and 

asset coverage test on a quarterly basis and reports annually to the Norwegian FSA. 

Asset segregation is secured through the cover register, which is managed by the issuer, 

containing details on cover pool assets, derivatives and covered bonds in issue. The assets 

in the cover pool remain with the estate in case the issuer is placed under public 

administration. Bondholders and derivative counterparties have exclusive, equal and 

proportionate claims. They will also have the same right to overcollateralisation, as long as 

it has been properly registered in the cover pool. 

After issuer default the covered bond programme is administered by either the bankruptcy 

administrator of the issuer or a public administrator appointed by the Ministry of Finance. 

There is no requirement for a separate administrator for the cover pool. However, given the 

specialist nature of the issuers, the administrator is likely to be in a largely similar position 

as a dedicated cover pool administrator. The administrator is empowered to take any action 

considered necessary to meet the preferential claims on the cover pool, including selling 

assets, issuing new bonds and entering new derivative agreements. 

Maturity extensions are common in Norwegian covered bond programmes, though these 

are contractual and not referred to in the Covered Bond law. Maturity extensions are 

typically made at the discretion of issuers and give additional time for meeting payments 

on maturing covered bonds. 
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Table 79. Summary assessment of the Norwegian legal framework (Moody’s) 2016 

Relative strengths – Covered Bond law 

 Non-performing assets are excluded from cover pool tests  

 The Covered Bond law excludes set-off in respect of any asset in the cover pool (and issuers 
are not banks licensed to take deposits). 

 Because issuers are specialist credit institutions, the default of the parent or group 
supporting them would not necessarily trigger the immediate default or insolvency of the 
issuer. 

 The issuer must limit interest rate risk by reference to the potential losses resulting from a 
parallel shift of one percentage point in all interest-rate curves and ‘distortion’ of the interest 
rate curves. 

 The issuer’s swap counterparties must post collateral (or provide other security) if their 
credit quality reduces. 

Relative strengths – contractual 

 The issuer's administrator may reset rates on floating-rate mortgage loans with a limited 
notice period, reducing the length of time the cover pool is exposed to refinancing risk after 
issuer default. 

 Most issuers provide for a contractual 12-month maturity extension at the issuer's 
discretion. 

 Most issuers enter into swap agreements with external counterparties to manage interest 
rate and currency risk. 

Relative weaknesses – covered bond law 

 Although there is an unsecured claim on the issuer, the issuer is unlikely to hold significant 
assets outside the cover pool and the typical legal structure does not allow for a claim on the 
issuer’s parent. 

 There are no requirements in relation to enforceability of non-EEA assets. 

Source: Moody’s 
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Overview of cover pools, ratings and maturity structures 

Table 80. Cover pool overview as of Q2 18 

 

 

Table 81. Ratings overview and maturity structures as at 21 August 2018 

 Rating (Moody’s/S&P/Fitch)  Moody's  S&P  Maturity type
1

 

 Covered bond Issuer/parent  TPI/leeway C-score CB anchor  Unused uplift  Hard/soft bullet 

DNB Boligkreditt Aaa / AAA / - Aa2(n) / A+(p) / -  Probable / 4 5.0% CRA3 + 1  1 notch  SB (12M) 
Eika Boligkreditt Aaa / - / - Baa1 / - / -  High / 2 5.0% A3(cr) +1  –  SB (12M) 
Møre Boligkreditt Aaa / - / - A2 / - / -  High / 4 5.0% A1(cr) + 1  –  SB (12M)2 
Nordea EK Aaa / - / - Aa3 / AA- / AA-  Prob-High / 5 5.0% Aa2(cr) +1  –  SB (12M) 
Sbanken BK Aaa / - / - A3 / - / -  High / 4 5.0% A1(cr) + 1  –  SB (12M) 
SpareBank 1 BK Aaa / - / - - / - / -  High / 4 5.0% CRA3 + 1  –  SB (12M) 
Sparebanken Sør BK Aaa / - / - A1(n) / - / -  High / 5 5.0% Aa3(cr) + 1  –  SB (12M) 
Sparebanken Vest BK Aaa / - / - A1(n) / - / -  High / 5 5.0% Aa3(cr) + 1  –  SB (12M) 
SR-Boligkreditt Aaa / - / - A1(n) / - / A-  Prob-High / 4 5.0% Aa3(cr) + 1  –  SB (12M) 

 

1. EUR benchmark covered bonds 

2. EUR sub-benchmark covered bonds 

3. CR assessment undisclosed 

Source: Moody’s, Standard & Poor’s, Fitch, coveredbondlabel, company data, Danske Bank 

DNB Boligkreditt Eika Boligkreditt Møre Boligkreditt Nordea Eiendomskreditt Sbanken Boligkreditt

Cover pool (NOK bn) 623 89 26 110 34

Over-collateralisation (committed) 48% (2%) 10% (5%) 10% (2%) 26% (2%) 13% (2%)

Average loan size (NOK) 1,544,334                           1,522,690                           1,376,128                           1,481,717                           1,872,701                                    

WA indexed LTV 53% 44% 59% 49% 49%

Interest-only loans 24% 25% 43% 33% 17%

Fixed-rate loans 6% 5% 0% 2% 0%

NPL (>90 days) 0.12% 0.00% 0.00% 0.00% 0.07%

Geography* Oslo (24%), Akershus 
(19%), Hordaland (8%), 

Vestfold (6%)

Trøndelag (19%), 
Akershus (14%), Oslo 
(14%), Rogaland (8%)

Møre og Romsdal (77%), 
Oslo (9%), Akershus (5%), 

Hordaland (3%)

Oslo (23%), Akershus 
(17%), Hordaland (11%), 

Møre og Romsdal (8%)

Akershus (24%), Oslo (22%), 
Hordaland (13%), Rogaland 

(7%), Buskerud (6%)

Residential 100% 89% 92% 100% 98%

Public sector 0% 0% 0% 0% 0%

Commercial 0% 0% 0% 0% 0%

Substitute assets 0% 11% 8% 0% 2%

SpareBank 1 Boligkreditt Sparebanken Sør BK Sparebanken Vest BK SR-Boligkreditt AS

Cover pool (NOK bn) 222 35 80 49

Over-collateralisation (committed) 8% (2%) 23% (2%) 23% (2%) 7% (2%)

Average loan size (NOK) 1,414,916                           1,228,000                           1,348,161                           1,651,445                           

WA indexed LTV 51% 56% 54% 59%

Interest-only loans 26% 1% 19% 27%

Fixed-rate loans 0% 0% 21% 0%

NPL (>90 days) 0.00% 0.00% 0.11% 0.00%

Geography*
Trøndelag (16%), Oslo 

(12%), Akershus (12%), 
Hedmark (7%)

Vest-Agder (42%), Aust-
Agder (27%), Telemark 

(10%), Oslo (10%)

Hordaland (75%), 
Rogaland (14%), Sogn og 
Fjordane (6%), Oslo (2%)

Rogaland (77%), 
Hordaland (11%), Vest-

Agder (8%), Aust-Agder 
(2%)

Residential 82% 96% 94% 97%

Public sector 1% 0% 0% 0%

Commercial 0% 0% 0% 0%

Substitute assets 17% 4% 6% 3%

* Main exposures only
Source: Company data
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Outlook for the Norwegian housing market 

The following text is an excerpt from the June 2018 edition of Nordic Outlook 

Housing prices are now back to the levels seen before the drop in H2 last year. The 

turnaround in the housing market is due primarily to a better balance between supply and 

demand. For one thing, turnover is slowly but surely picking up. For another, the number 

of properties coming onto the market has been lower than turnover for a while, which 

means that the stock of unsold properties has fallen sharply. 

The improvement has been particularly marked in Oslo. Prices there have climbed almost 

8% so far this year in seasonally adjusted terms and demand has been strong enough for 

the excess supply almost to have halved since peaking in the autumn. This may be because 

more homebuyers have come off the fence now that prices have begun to climb, after 

adopting a wait-and-see approach last year. 

We expect the growth in housing prices to slow in H2. Due to strong growth in 

homebuilding in 2016 and 2017, a large number of new properties will be coming onto the 

market. We also expect mortgage rates to rise during the autumn and homebuyers to begin 

to factor in further rate increases over the next couple of years.  

On the other hand, we do not see any great risk of a serious downturn in the housing market 

unless interest rates rise much further than we expect. Our calculations indicate that, even 

with debt at four times income, housing purchasing power will decrease by only 0.7pp next 

year with two rate hikes.  

Chart 22. Housing prices have begun to rise again 

 

Source: Macrobond Financial, Danske Bank 

Macro prudential measures set to target household credit 

growth 

In response to the sharp increase in house prices and credit growth in the household sector 

after the financial crisis, the Norwegian authorities have taken a number of initiatives. 

Below we summarise some of the key measures implemented in recent years. 

 Guideline for LTV cap of 90% (March 2010). Norwegian FSA guidelines for prudent 

residential mortgage lending set a recommended LTV limit of 90% for new residential 

mortgages. 
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 Revised guidelines for LTV cap of 85% (December 2011). In response to the growth 

in house prices and rising household debt, the FSA revised its guideline to 85% 

maximum LTV. For interest-only mortgages and home equity loans, it recommended 

the upper LTV limit was reduced from 75% to 70%. In addition, borrowers should be 

able to handle an increase in the rate on their mortgage of 5pp. 

 Loss-given-default floor on mortgages of 20% (January 2014). Effectively this 

raises the minimum risk on mortgages from 10-15% to approximately 20%. In addition, 

various PD and LGD restrictions on IRB models for residential mortgage lending were 

introduced from end-2014, raising risk weights to 20-25%. 

 Amortisation requirement (June 2015). The Ministry of Finance adopted regulation 

on requirements for mortgage loans, based on existing FSA guidelines. Notably, 

amortisation on new mortgages was made mandatory, whereby residential mortgages 

with LTV above 70% must be repaid at a rate of 2.5% annually. The LTV cap of 85% 

is also adopted in the regulation. Furthermore, lenders were required to make allowance 

for an interest rate increase of 5pp when assessing borrowers’ debt-servicing abilities. 

However, the new regulation also allowed banks to waiver the requirements on 10% of 

the approved loans per quarter. The regulation was temporary and expired in December 

2016. 

 New regulation on requirements for residential mortgages (December 2016). 

While the LTV cap was left unchanged at 85%, the conditions of the amortisation 

requirement were tightened, now requiring mortgages with LTV above 60% to be 

repaid at a rate of 2.5% annually. The maximum LTV for home equity lines was 

reduced from 70% to 60%. Furthermore, the requirement for lenders to make allowance 

for a 5pp interest rate increase was maintained, while being supplemented by a 

provision limiting the borrower’s total debt to five times gross annual income. The new 

regulation also targets the housing market in the capital city directly by (1) limiting the 

maximum LTV on secondary homes to 60% and (2) limiting the volume of a lender’s 

approved loans that can be waived from the requirements to 8% in the Oslo area (versus 

10% otherwise). The regulation was originally meant to expire on 30 June 2018, but 

has been extended until 31 December 2019. 

 



 

56 |     Nordic Covered Bond Handbook https://research.danskebank.com 
 

 

  

DNB Boligkreditt 

 

Company profile 

DNB Boligkreditt AS is a wholly owned subsidiary of the largest bank in Norway, DNB 

Bank ASA, which in turn is the largest entity of DNB Group ASA. The group is the largest 

financial group in Norway and one of the largest banking groups in the Nordic region. DNB 

services some 2.1m retail and 0.21m corporate clients in Norway and the group has a 

domestic deposit market share of some 30% (December 2017). DNB is also Norway’s 

largest asset management company as well as a domestic leader in pension and life 

insurance with about 1.2m customers. In addition, the bank is one of the world leaders in 

shipping finance and has top expertise in other important industries in Norway, such as 

fisheries and oil drilling. It is also one of the largest real estate brokers in Norway, with a 

market share of 19.7%. In addition to Norway, DNB is active in 16 countries and sourced 

17% of its income from its international operations in 2016. 

The Norwegian State owns 34% of DNB but the ownership is not active in the sense that 

the state is not represented on the board. The purpose of the ownership is to ensure that the 

group remains headquartered in Norway, serving as a partner for Norwegian companies.  

DNB’s loan book is well diversified, with 53% of the bank’s exposure at default comprising 

retail exposures (mainly mortgages) and the remainder spread across industries. Within the 

corporate segment, the main exposures are commercial real estate accounts (10% of loan 

book), followed by oil, gas and offshore (5%), shipping (4%) and manufacturing (4%).  

DNB Bank ASA is rated ‘Aa2’ (negative) and ‘A+’ (positive) by Moody’s and Standard & 

Poor’s. Moody’s lifted its rating by one notch in March 2016, reflecting the increase in loss 

absorbing liabilities on the bank’s balance sheet. In Moody’s latest rating report, it argues 

that the negative outlook primarily reflects potential rating pressure from the upcoming 

implementation of BRRD in Norway. Standard & Poor’s changed its outlook to ‘stable’ 

from ‘negative’ in April 2017. Covered bonds issued by DNB Boligkreditt enjoy stable 

triple-A ratings from both agencies. DNB Boligkreditt does not have an issuer rating. 

Financial performance  

In 2017, DNB recorded profits of NOK21.8bn, marking an increase of NOK2.6bn from 

2016 reflecting among other things strong net interest income and lower impairment losses. 

Net interest income increased by NOK1.3bn to NOK35.4bn, due to lower long-term 

funding costs, higher volumes and wider lending spreads. Other operating income 

decreased by NOK2.3bn. Total operating expenses increased by NOK1.3bn to 

NOK22.6bn, mainly due to provisions for financial activities tax, a higher level of 

digitalisation, IT projects and non-recurring effects. Loan impairments totalled NOK2.4bn 

in 2017, down by 5.0bn versus 2016, due to lower collective impairment in the shipping, 

oil and offshore segments. By end-2017, the group had a CET1 ratio of 16.4% (2016: 

16.0%) and a total capital ratio of 20.0% (2016: 19.5%), calculated according to transitional 

rules. Over the year, total risk-weighted assets were reduced by NOK8bn. DNB recorded a 

leverage ratio of 7.2% by end-2017, well above the 6% requirement. 

 

  

 

Table 82. Ratings (M/S&P/F) 

Covered bond rating: Aaa/AAA/- 

Issuer rating: Aa2(n)/A+(p)/- 
Moody’s C-score: 5.0% 

-  excl. syst. risk 3.6% 

Moody’s TPI / Leeway: Probable / 4 notches 
Moody’s CB anchor: CRA + 1 

S&P unused uplift: 1 notch 
 

Source: Rating agencies, Danske Bank      

 
 

Table 83. Financial information (DNB 

Group) 

 
NOKm 2017 2016 2014 2013 2012 2011 2010 2009 

Net interest income 35,422 34,110 32,487 30,192 27,216 25,252 23,436 22,633 
Fees and commissions 8,448 8,280 8,970 7,393 6,962 6,879 7,293 6,655 

Net gain/losses 4,548 6,513 5,317 4,622 18,129 13,495 20,035 19,748 

Operating income 51,140 52,163       

Pre-provision profit 28,547 30,830 28,689 24,744 20,957 21,853 21,081 18,716 

Loan losses and provisions 2,428 7,424 1,639 2,185 3,179 3,445 2,997 7,710 

Loan loss ratio 0.23% 0.27% 0.27% 0.29% 0.31% 0.3% 0.3% 0.7% 

Operating profit (pre-tax) 26,858 23,387 27,102 22,709 17,776 18,407 18,108 11,032 

Cost/income ratio 44.2% 40.9% 41.9% 45.7% 1.50% 1.50% 1.55% 1.71% 

CET1 capital ratio* 16.4% 16.0% 12.7% 11.8% 49.1% 47.1% 47.6% 48.4% 

Tier 1 capital ratio* 17.9% 17.6% 13.0% 12.1% 10.7%    

Total capital ratio* 20.0% 19.5% 15.2% 14.0% 11.0% 9.9% 10.1% 9.3% 
 

*Transitional rules  

Source: DNB Group Annual Report 2017 

 
 

Table 84. More information 

Bond ticker: DNBNO 
Website: www.dnb.no 

Maturity structure* Soft bullet (12 months) 
 

* EUR benchmark covered bonds 

Source: Danske Bank  

 

http://www.dnb.no/


 

57 |     Nordic Covered Bond Handbook https://research.danskebank.com 
 

 

  

Business model and funding profile 

DNB has access to a strong deposit base, benefiting from its leading position in the 

Norwegian savings market. At the end of 2017, retail deposits constituted 36% of the 

group’s total assets. Along with customer deposits, senior bond debt and covered bonds 

backed by home mortgages issued through DNB Boligkreditt were the key sources of 

funding, with the latter representing a growing share. By end-2017, debt securities issued 

by DNB totalled NOK780bn, of which NOK450bn were covered bonds. According to 

DNB, the average remaining term to maturity for debt securities issued was 4.0 years 

(December 2016: 3.9 years). 

The sole purpose of DNB Boligkreditt is to issue covered bonds backed by mortgages on 

retail properties in Norway. The company was the first to issue covered bonds according to 

the Norwegian Mortgage Act. The mortgages included in the cover pool are originated 

within DNB Bank’s distribution network in accordance with the bank’s credit policy. DNB 

Boligkreditt has a very transparent balance sheet, being a specialist mortgage lender. 

Liabilities consist almost entirely of covered bonds (68%) and debt obtained from the 

parent bank (24%). Cover pool hedging contracts for the purpose of hedging currency risk 

and interest rate risk are also with DNB Bank. DNB also owns DNB Næringskreditt, which 

is the vehicle for issuance of covered bonds based on commercial mortgages. Issuance 

through this vehicle is, however, limited with the outstanding amount of debt securities at 

NOK284m by June 2018. 

DNB Boligkreditt has a EUR60bn and an USD12bn covered bond programme, established 

in 2007 and 2010, respectively. EUR is the preferred issuance currency, accounting for 

roughly 60% of the amount of covered bonds outstanding, followed by NOK (25%) and 

USD (15%). DNB Boligkreditt issues covered bonds with both soft and hard bullet maturity 

structures. However, all outstanding EUR benchmark issues have soft bullet maturities. 

Cover pool and asset quality 

As of 30 June 2018, the cover pool amounted nominally to NOK623bn, comprising entirely 

Norwegian residential mortgages. There are no substitute assets in the cover pool.  

The weighted average indexed LTV ratio is 53.2% and remains significantly below the 

LTV ratio limits set by the Norwegian Mortgage Act. These limits require retail loans to 

have a LTV ratio of maximum 75% and commercial loans a LTV ratio of maximum 60%. 

Of the loans included in the cover pool, 89% have an LTV below 70%. At 0.10%, the share 

of non-performing loans is also very low. 

In terms of geography, the cover pool location of the properties is spread throughout 

Norway, with some concentration in Oslo and the Eastern provinces. 

The share of floating-rate loans is 94% (of total loan balance). Rates on floating-rate loans 

can be reset at any time at the bank’s own discretion by giving debtors six weeks’ notice. 

The covered bonds issued by DNB Boligkreditt enjoy stable triple-A ratings from Moody’s 

and Standard & Poor’s. In January 2014, Fitch withdrew its rating on DNB’s request. 

Before the rating was removed, it was affirmed at ‘AAA’ (stable). 

 

 

 

Table 85. Liability structure 

Total balance NOK2,698bn 

Retail deposits 36% 

Interbank loans & deposits 8% 
Debt securities 

- covered bonds 

29% 

17% 

Subordinated debt 
Derivatives 

1% 
4% 

Liabilities to policyholders 8% 

Equity 8% 
Other 6% 

 

Source: DNB Group ASA Annual Report 2017, 

Danske Bank calculations 

 

 

Table 86. Cover pool information 

Cover pool NOK623bn 

- mortgage assets 100% 

- substitute assets 0% 

Average loan size NOK1,544,000 
OC (legal) 48% (2%) 

WA Indexed LTV 53.2% 

WA LTV 61.3% 

NPL (>90 days) 0.10% 

Fixed rate loans 6% 

Interest only loans 24% 

Geography 100% Norway 

-Oslo 24% 

-Akershus 19% 

-Hordaland 8% 

-Vestfold 6% 

-Buskerod 6% 

Asset type  

- Owner occupied 79% 

- Second home 0% 

- Buy to let 0% 

- Other 21% 
 

Source: DNB Cover Pool Data (figures as of 30 

June 2018) 
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Eika Boligkreditt 

 

Company profile 

Eika Boligkreditt is part of the Eika Alliance, which also consists of the Eika banks and 

Eika Gruppen. The Eika banks include 69 local banks and the OBOS (Oslo Bolig and 

Sparelag) housing association.  

The main purpose of Eika Boligkreditt is to secure access for the owner banks to covered 

bond funding in the domestic and international financial markets. Eika Gruppen serves as 

the financial services hub in the alliance, providing banking infrastructure including IT, 

payment processes and digital services to the individual Eika banks. In addition, Eika 

Gruppen comprises product companies Eika Forsiking (insurance), Eika Kredittbank 

(payment services), Eika Kapitalforvaltning (asset management) and Aktiv 

Eiendomsmegling (real estate brokering). 

Eika Boligkreditt is owned by the Eika banks, except Bank2 and Sandnes Sparebank, which 

are only shareholders in Eika Gruppen. The ownership of Eika Boligkreditt is dynamic in 

the sense that each individual owner bank’s share is determined annually, on the basis of 

the lending volume contributed to Eika Boligkreditt.  

The Eika Alliance is the third-largest banking group in Norway, with total assets of more 

than NOK360bn, almost a million clients and over 3,000 employees. The alliance has a 

10.4% combined market share of retail lending, and a 7.7% share of total banking assets, 

according to Moody’s. The products and services of Eika Gruppen are distributed through 

216 offices in Norway. The Eika banks are present in 18 out of the 19 Norwegian counties, 

with a strong position in the economic centres in Central and Eastern Norway. 

In November 2014, Sandnes Sparebank joined the Eika Alliance. However, since Sandnes 

Sparebank has its own covered bond entity (SSB Boligkreditt) and due to structural and 

technical differences, Sandnes Sparebank has decided to continue using SSB Boligkreditt 

instead of Eika Boligkreditt for covered bond funding. Furthermore, in early 2016, OBOS 

announced its intention to establish its own covered bond issuance entity, OBOS Boligkreditt. 

As a result, the distribution agreement with Eika Boligkreditt was terminated, and OBOS lost 

the right to transfer new mortgages to Eika Boligkreditt in February 2017. However, OBOS 

cannot withdraw the existing portfolio of mortgages transferred to Eika Boligkreditt at a rate 

quicker than the maturities of Eika Boligkreditt’s funding, further to the distribution agreement. 

OBOS and Eika Boligkreditt have entered into a new agreement on the planned run-off in the 

autumn of 2016, regulating OBOS’ distribution responsibilities for the existing financing.  

Eika Boligkreditt is rated ‘Baa1’ (stable) by Moody’s, which assigned a first time issuer 

rating in June 2017. Following the rating action, the rating agency also upgraded covered 

bonds issued by Eika Boligkreditt from ‘Aa1’to ‘Aaa’.  

  

Table 87. Ratings (M/S&P/F) 

Covered bond rating Aaa/ - / - 

Issuer rating Baa1 / - / - 
Moody's C-score 5.0% 

- excl. syst. risk 2.0% 

Moody's TPI / Leeway: High / 2 

Moody's CB anchor A3(cr) +1 
 

Source: Moody’s 

 

Table 88. Financial information 

 

No aggregated financial statements are 
published by the owner banks 

 
 

Source: Danske Bank  

 

Table 89. More information 

Ticker EIKBOL 

Website eikabk.no 

Maturity structure* Soft bullet (12 months) 
 

* EUR benchmark covered bonds 

Source: Danske Bank  
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Business model and funding profile 

Eika Boligkreditt is the strategic funding company in the Eika Alliance, licensed as a credit 

institution and authorised to raise loans in the market by issuing covered bonds. Issuance 

is done under the EUR20bn European Medium-Term Covered Note Programme 

(EMTCN). Covered bonds issued by Eika Boligkreditt are soft bullet with a 12-month 

maturity extension feature. 

According to Eika Boligkreditt, the aim is to be a frequent benchmark issuer in both the 

EUR and NOK covered bond markets, with the intention of maintaining two liquid yield 

curves.  

Eika Boligkreditt’s loan book has seen stable growth in recent years, with the amount of 

mortgages in cover pool surpassing NOK78bn in Q1 18. That said, the company seems to 

have entered a more mature phase; the share of mortgages transferred to Eika Boligkreditt 

from Eika Alliance banks in percentage of their retail loans has stabilised around 30%. 

Hence, going forward, growth is expected to be in line with the owner banks’ own growth.  

To ensure that originating banks are held responsible for potential losses, there is a two 

pillar guarantee mechanism in place, including a loss guarantee and set-off rights. In 

addition, should an instalment due on a mortgage be four weeks in arrears, Eika 

Boligkreditt has the right to request the bank in writing to take over the mortgage. Eika 

Boligkreditt benefits from additional liquidity and capital support from the owner banks 

through a note purchase agreement (owner banks are committed to purchase covered bonds 

from Eika Boligkreditt if funds are insufficient to cover redemptions) and a shareholder 

commitment (owner banks must pay a pro rata share of any capital increase adopted at the 

issuer’s general meeting and subscribe to a pro rata share of any capital instruments issued).  

Cover pool and asset quality 

As of 30 June 2018, the cover pool totalled NOK89.4bn, comprising mainly domestic 

residential mortgage assets (89%), as well as 11% in substitute/liquidity assets. 

Geographically, the majority of mortgage assets are located in Trøndelag (19%), Akershus 

(14%) and Oslo (14%). Almost all mortgages are floating rate (95%). The weighted-

average LTV of the cover pool is low, at 44% on an indexed basis. Eika Boligkreditt does 

not allow loans in arrears in the cover pool. 

Eika Boligkreditt states in the offering circular of its EMTCN Programme that it requires a 

level of over-collateralisation higher than 5%. The current level is 9.9%. According to 

stress tests published by Eika Boligkreditt, in a scenario with a 30% decline in house prices 

the OC levels would be 6.3%. The collateral score assigned by Moody’s also points to 

strong cover pool credit quality. The score excluding systemic risk is 2.0%, which is the 

lowest of all covered bond programmes rated by the agency. 

Eika Boligkreditt applies a number of eligibility criteria for mortgages included in the cover 

pool. For example, customer categories are restricted to Norwegian retail clients and co-

operative housing associations. Furthermore, the LTV at the time of origination is limited 

to 60% (as opposed to the 75% limit stipulated by Norwegian legislation) and underlying 

properties are restricted to standalone residential mortgages and co-operative residential 

housing. Also, mortgages transferred to Eika Boligkreditt are not allowed to have had any 

arrears or losses since inception. 

 

Table 90. Cover pool information 

 

 

Total Cover Assets NOK89bn

- Mortgages NOK79bn
- Substitute DKK10bn
OC (committed) 10% (5%)
Average loan size NOK 1,522,690
*WA LTV 44.2% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 5%
Interest-only loans 25%

Geography: 100% Norway
- Trøndelag 19%
- Akershus 14%
- Oslo 14%
- Rogaland 8%

Asset type:

- Residential 100%
- Commercial 0%

* Residential mortgages only
Source: Eika Boligkreditt cover pool data

(as of 30 Jun 2018)



 

60 |     Nordic Covered Bond Handbook https://research.danskebank.com 
 

 

  

Møre Boligkreditt AS 

 

Company profile 

Møre Boligkreditt is a wholly-owned subsidiary of Sparebanken Møre. The purpose of Møre 

Boligkreditt is to act as a mortgage company, acquiring mortgage loans from the parent bank 

and financing these by issuing covered bonds. Besides the parent bank and Møre Boligkreditt, 

Sparebanken Møre Group comprises Møre Eiendomsmegling AS (real estate brokering) and 

Sparebankeiendom (real estate company that owns and manages the bank's own properties). 

Sparebanken Møre is a wholly independent regional savings bank operating in the mid-

western Norway county of Møre and Romsdal. The bank was established in 1985 as a result 

of mergers between local savings banks, with the oldest established more than 170 years ago. 

Today, Sparebanken Møre services around 110,000 clients in its home county, where it has 

an estimated market share of 20% of lending and 25% of deposits. With total assets of 

NOK69bn, it ranks as the eighth largest Norwegian bank. 

Sparebanken Møre offers retail and corporate banking, as well as other financial services, 

such as leasing products, real estate brokerage, financing, deposit facilities, hedging, etc. 

However, the bank’s main focus is on traditional core banking, with retail exposure 

accounting for 69% of the NOK58bn loan book (Q1 18), of which more than 95% is 

mortgages. Within the corporate segment, the bank has notable exposure to commercial real 

estate (12% of the total loan book), but exposure to oil services and offshore is small at 1.4%. 

Sparebanken Møre is listed on the Oslo Stock Exchange with Equity Certificates, becoming 

the first savings bank to do so in 1989. The largest shareholder is Sparebankstiftelsen 

Tingvoll, holding a share of 10%. 

Sparebanken Møre is rated ‘A2’ by Moody’s (outlook stable). Covered bonds issued by Møre 

Boligkreditt are triple ‘A’ rated by Moody’s with a sizeable rating buffer (four notches). 

Financial performance 

In 2017, Sparebanken Møre reported pre-provision profits of NOK752m (2016: 

NOK777m). Net interest income amounted to NOK1,100m (2016: NOK1,082m). Net 

interest income accounted for 82.0% of total income in 2017 (2016: 79.4.3 %). Other 

operating income amounted to NOK242m (2016: NOK281m), being affected negatively 

by capital losses on the shares (NOK10m versus a gain of NOK41m in 2016). The effect 

of the Visa transaction amounted to NOK45m. Loan losses amounted to NOK13m (2016: 

NOK22m), due to a NOK45m decrease in collective impairments, a NOK59m increase in 

the corporate segment, and a NOK1m reduction in the retail segment. 

By end-2017, the CET1 ratio stood at 15.0% (2016: 14.6%), while the Tier 1 ratio was 

16.8% (2016: 17.0%). The total minimum requirement for the core Tier 1 capital ratio was 

13.8 % by end-2017. 

  

 

Table 91. Ratings (M/S&P/F) 

Covered bond rating Aaa/-/- 

Issuer rating (parent): A2/-/- 
Moody’s C-score: 5.0% 

Moody’s TPI / Leeway: High / 4 

Moody’s CB anchor: A1(cr)  + 1 
 

Source: Rating agencies 

 
 

Table 92. Financial information                      

(Sparebanken Møre Group) 

1, 
NOKm 2017 2016 2014 2013 2012 2011 2010 2009 

Net interest income 1,100 1,082 2,404 2,119 27,216 25,252 23,436 22,633 
Other operating income 242 281 1,732 1,824 6,962 6,879 7,293 6,655 

Pre-provision profit 752 777 2,858 2,479 20,957 21,853 21,081 18,716 

Loan losses and provisions 13 22 257 132 3,179 3,445 2,997 7,710 

Operating profit (pre-tax) 739 755 2,601 2,347 17,776 18,407 18,108 11,032 

Cost/income ratio 44.0% 43.0% 41.8% 44.9% 1.50% 1.50% 1.55% 1.71% 

CET1 capital ratio 15.0% 14.6% 11.5% 11.1% 49.1% 47.1% 47.6% 48.4% 

Tier 1 capital ratio 16.8% 17.0% 12.3% 12.8% 10.7%    

Total capital ratio 18.4% 18.6% 14.5% 14.1% 11.0% 9.9% 10.1% 9.3% 
 

Source: Sparebanken Møre Annual Report 2017 

 
 

Table 93. More information 

Bond ticker: MORGNO 
Web site: www.sbm.no 

Maturity structure* Soft bullet (12 months) 
 

*  EUR sub-benchmark covered bond (June 2022) 

Source: Danske Bank  
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By end-2017, the leverage ratio for Sparebanken Møre was 8.2 %, resulting in a margin to 

the total requirement of 3.2% (minimum requirement is 3% and all banks must have a 

buffer of at least 2%). 

The liquidity portfolio stood at NOK6.1bn by end-2017 (2016: NOK6.2bn). The volume 

of the portfolio is adapted to a LCR requirement of 100% from 31 December 2017. 

Business model and funding profile 

The group’s strategy is to fund lending mainly through deposits or the issuance of long-

term debt securities. Sparebanken Møre is funded mainly through deposits, which 

accounted for 55% of total funding by end-March 2018. The deposit to loan ratio at year-

end 2017 was 57.7%.  

Total market funding amounted to NOK26.4bn, of which more than 85% had remaining 

maturity of more than one year. Market funding was obtained mainly through the issuance 

of covered bonds (NOK19.8bn), as well as senior unsecured (NOK6.6bn). Issuance of 

covered bonds through Møre Boligkreditt provides diversification of funding sources. This 

is viewed positively by Moody’s, which also notes that covered bond issuance typically 

provides access to funding in longer maturities. By March 2017, the weighted average 

maturity of Sparebanken Møre’s senior bonds was 2.27 years, while covered bonds issued 

through Møre Boligkreditt had a weighted average maturity of 3.58 years. At year-end 

2017, 36% of the group's total lending (52% of lending to the retail market) had been 

transferred to Møre Boligkreditt, and the plan is to continue transferring loans to the 

covered bond company. 

Møre Boligkreditt issues covered bonds under a EUR2.5bn EMTCN programme. In June 

2017, the company made its debut in the euro market by issuing a EUR250m 5Y covered 

bond. According to Moody’s, this contributes to a more diversified funding base for the 

group. The bond is eligible for inclusion as level 2A asset in LCR. By end-2017, 85% of 

Møre Boligkreditt’s outstanding bond volume was of an amount that qualifies for level 2A 

liquidity in LCR.  

Cover pool and asset quality 

Only mortgages originated by Sparebanken Møre are eligible for inclusion in the cover 

pool. In addition, borrowers must be either Norwegian residents or cooperative housing 

associations and only residential mortgages or cooperative housing residential mortgages 

are allowed in the pool. Loans which are in arrears are not eligible. 

As of 30 June 2018, the total cover pool stood at NOK26bn, comprising NOK24bn of 

mortgage loans and NOK2bn substitute assets. The ineligible part of mortgage loans 

amounted to NOK0.4bn.  

The OC level was 9.9%. In the event of a 20% house price decline, the OC level would be 

3.0%, i.e. above the legislative minimum, according to stress test results provided by Møre 

Boligkreditt. The weighted average indexed LTV is 59%. There are no non-performing 

loans. 

Geographically, the cover pool is concentrated in Sparebanken Møre’s main operating area, 

namely the county of Møre and Romsdal. In addition, 9% of the underlying assets are 

located in the Oslo area. 

Mortgages on owner-occupied properties account for 99% of the mortgages in the cover 

pool. 

 

 

Table 94. Funding structure (group) 

Total funding NOK60.7bn 

Deposits from customers 55% 
Covered bonds 33% 

Senior bonds  11% 

Subordinated debt 1% 

Other 0% 
 

Source: Møre Group investor presentation April 

2018 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 95. Cover pool information 

 

 

Total Cover Assets NOK26bn

- Mortgages NOK24bn
- Substitute DKK2bn
- Other DKK0.3bn
OC (committed) 10% (2%)
Average loan size NOK 1,376,128
*WA LTV 58.5% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 0%
Interest-only loans 43%

Geography: 100% Norway
- Møre og Romsdal 77%
- Oslo 9%
- Akershus 5%
- Hordaland 3%

Asset type:

- Residential 100%
   - Owner-occupied 99%
   - Other 1%
- Commercial 0%

* Residential mortgages only
Source: Møre Boligkreditt cover pool data

(as of 30 Jun 2018)
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Nordea Eiendomskreditt 

 

Company profile 

Nordea Eiendomskreditt is a wholly owned subsidiary of Nordea Bank AB (Nordea). It is 

a specialised issuer with a sole purpose to acquire and provide residential mortgage loans, 

and finance its activities mainly through issuance of covered bonds.  

Nordea Eiendomskreditt was first incorporated in 1927 as a credit association known as 

Norges Hypotekforening for Næringslivet and it was acquired by Nordea in 1996. In 2008, 

the name was changed to Nordea Eiendomskreditt and, in 2009, the company’s commercial 

property lending activities were sold to Nordea Bank Norge. With effect from 2010, Nordea 

Eiendomskreditt has been operating solely as a mortgage credit institution.  

At the beginning of 2017, Nordea executed a cross-border merger between Nordea and its 

subsidiary banks in Denmark, Finland and Norway. Following the reorganisation, 

ownership of Nordea Eiendomskreditt has been passed from Nordea Bank Norge to 

Nordea. This means that Nordea Eiendomskreditt has taken over the product responsibility 

for residential mortgages in Norway. 

Nordea has a distinctive footprint in the Nordic area, with around 10 million private and 

700,000 corporate customers, holding leading positions in retail banking, corporate finance 

and savings management. Most of earnings come from the core markets in the Nordic 

region. Nordea’s market position differs in each geographical market. The bank’s market 

position in the Nordic countries is either first or second, apart from Sweden where the bank 

ranks second/third with household customers, second/third with corporates/institutional 

customers and Denmark where it ranks second/third with corporates/institutions.  

Nordea operates through four main segments: Personal Banking (PB), Commercial & 

Business Banking (CBB), Wholesale Banking (WB) and Wealth Management (WM) and 

the additional Group Functions & Other (GFO). In 2017, WM contributed 29% of operating 

profit, followed by PB (28%), WB (19%), CBB (16%) and GFO (9%). 

Nordea has decided to re-domicile the parent company to Finland. The re-domiciliation is 

planned to be effective as of 1 October 2018. Nordea has stated that covered bond 

programmes will remain unaffected, in the sense that all covered bonds will continue to be 

issued from existing mortgage subsidiaries. 

Nordea’s credit portfolio totalled EUR288bn (excluding repos) as of end-March 2018 and 

is mostly focused on the Nordics (98%). The credit portfolio is split 54/46 between 

household and corporate lending. Within the corporate segment, industry concentration is 

relatively low. The largest exposure is towards real estate, which accounts for 15%. 

Moody’s notes that single-borrower concentration risks detracts from an otherwise healthy 

credit quality profile.  

Nordea is rated ‘Aa3’/’AA-’/’AA-’ by Moody’s/S&P/Fitch, respectively. Outlooks are 

stable, after S&P revised the negative outlook in May 2017. Nordea Eiendomskreditt 

covered bonds are rated ‘Aaa’ by Moody’s. 

  

 

Table 96. Ratings (M/S&P/F) 

Covered bond rating: Aaa/-/- 

Issuer rating* Aa3/AA-/AA- 
Moody’s C-score: 5.0% 

Moody’s TPI / Leeway: Probable-High / 5 

Moody’s CB anchor Aa2 (cr) + 1 
 

Source:  of Nordea Bank AB 

 
 

Table 97. Financial info (Nordea 

Group) 
 

 

2011 2010 2009 

5,456 5,159 5,281 
2,395 2,156 1,693 
1,517 1,837 1,946 

   
4,282 4,518 4,513 

735 879 1,486 
3,547 3,639 3,027 
1.4% 1.5% 1.5% 
55% 52% 58.3% 

10.1% 9.8% 50% 
11.1% 11.5% 10.2% 

  11.9% 
 

Source: Nordea Annual Report 2017 Source: Nordea Annual Report 2011 

 
 

Table 98.  More info 

Bond ticker: NDASS 
Website: www.nordea.com 

 

Source: Danske Bank  

 

EURm 2017  2016  

Net interest income 4,666 4,727    

Fees and commissions 3,369    3,238    

Net gain/losses 1,328    1,715    

Operating income 9,469    9,927    

Pre-provision profit 4,367    5,127    

Loan losses and provisions 369        502        

Operating profit 3,998    4,625    

Cost/income ratio 54.0% 50.0%

CET1 capital ratio 19.5% 18.4%

Tier 1 capital ratio 22.3% 20.7%

Total capital ratio 25.2% 24.7%
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Financial performance 

In 2017, operating profit fell 13.6% to EUR3,998m. Net interest income was 1.3% lower, 

reflecting a 2% fall in lending volumes (in local currencies). However, lending margins 

improved somewhat, primarily driven by household lending. Commission income 

increased 5% (in local currencies), while the net result from items at fair value decreased 

by 22% (local currency), mainly due to adjustments to CVA and FFVA. Net loan losses 

decreased 26% to EUR369m in 2017, corresponding to a loan loss ratio of 12bp (2016 

15bp). 

Nordea strengthened the CET1 capital ratio in 2017 through retained profits and continued 

focus on capital management, reaching 19.5% by end-2017 (2016 18.4%). Nordea issued 

an inaugural EUR750m AT1, with a coupon of 3.5%. Nordea’s capital policy is to have a 

buffer of 50-150bp above the regulatory CET1 requirement, which it assessed to be 17.6% 

at year-end 2017. Nordea’s liquidity buffer stood at EUR99bn at year-end, comprising 

central bank eligible high-grade liquid securities. 

Business model and funding profile 

Nordea has a broad and diversified funding structure, due to a stable retail customer base 

and a variety of funding programmes. By end-March 2018, outstanding long- and short-

term funding amounted to EUR196bn, of which domestic covered bonds issued through 

Nordea Hypotek, Nordea Kredit and Nordea Eiendomskreditt accounted for 47%, while 

international covered bond issues amounted to 10%.  

Nordea Eiendomskreditt is one of Nordea group’s four platforms for domestic and 

international issuance of covered bonds. As a specialist issuer, Nordea Eiendomskreditt 

relies on covered bond issuance for its long-term funding. It has a NOK100bn domestic 

covered bond programme and a EUR10bn EMTN covered bond programme. In addition, 

short-term unsecured funding is raised from the parent bank. By end-2017, Nordea 

Eiendomskreditt’s funding structure comprised covered bonds denominated in NOK 

(55%), GBP (6%), EUR (1%), subordinated debt (1%) and unsecured funding from the 

parent bank (38%). 

Loans in the cover pool are originated by Nordea, Norwegian branch (previously Nordea 

Bank Norge) and are subsequently transferred to Nordea Eiendomskreditt. Loans cannot 

be in arrears at the time of transfer. All Nordea Eiendomskreditt’s outstanding covered 

bonds have a soft bullet maturity structure since the issuer redeemed the last hard bullet in 

January 2015. In order to eliminate foreign exchange risk, Nordea Eiendomskreditt uses 

currency swaps, with the parent bank as counterparty to all contracts. 

Cover pool and asset quality 

As of 30 June 2018, the cover pool totalled NOK109.8bn, containing no substitute assets. 

While the eligibility criteria allow shares in housing co-operatives to be included in the 

cover pool, it currently consists entirely of loans on single-family real estate. LTV levels 

are fairly low, with the weighted-average LTV at 49.3% on an indexed basis. The vast 

majority of loans in the cover pool are floating rate (98%). The level of OC was 26% on a 

nominal basis. There are no non-performing loans (>90 days in arrears) in the cover pool. 

 
  

 

Table 99. Funding profile (Group) 

Total funding base EUR196bn 

Domestic covered bonds 47% 

International covered bonds 10% 

International senior unsec. 21% 
Domestic senior unsec. 3% 

Subordinated debt 5% 

Short-term funding 14% 
 

Source: Nordea Debt Investor Presentation March 

2018 

 

 

 

 

Table 100. Cover pool information 

 

 

   

 

Total Cover Assets NOK110bn

- Mortgages NOK110bn
OC (committed) 26% (2%)
Average loan size NOK 1,481,717
*WA LTV 49.3% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 2%
Interest-only loans 33%

Geography: 100% Norway
- Oslo 23%
- Akershus 17%
- Hordaland 11%
- Møre og Romsdal 8%

Asset type:

- Residential 100%
   - Owner-occupied 97%
   - Second home 3%
- Commercial 0%

* Residential mortgages only
Source: Nordea Eiendomskreditt cover pool data

(as of 30 Jun 2018)
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Sbanken Boligkreditt AS 

 

Company profile 

The Norwegian-based Sbanken ASA Group consists of the parent bank Sbanken ASA and 

the wholly owned mortgage credit institution Sbanken Boligkreditt AS. Taking effect on 6 

November 2017, Sbanken ASA changed its name from Skandiabanken ASA, as a 

consequence of the bank not being associated with Sweden’s Skandia Group. 

Sbanken ASA and Sbanken Boligkreditt AS were established following the announcement 

in January 2015 that the Sweden-based Skandia insurance group was looking to divest the 

Norwegian banking activities of its subsidiary Skandiabanken AB. In October 2015, the 

Norwegian business belonging to Skandiabanken AB was transferred to Sbanken ASA, 

except for part of the residential mortgage loan portfolio, which was transferred to Sbanken 

Boligkreditt AS to be used as collateral for the issuance of covered bonds under Norwegian 

legislation. Outstanding covered bonds were swapped for newly issued covered bonds from 

Sbanken Boligkreditt AS, on the original terms and conditions. In November 2015, 

Sbanken ASA Group was listed on the Oslo Stock Exchange, with Skandia selling a 70% 

stake through an initial public offering. In April 2016, the Swedish private equity firm Altor 

acquired a 25% stake of Sbanken ASA. 

Based in the Norwegian city of Bergen, Sbanken ASA is an internet-based bank with some 

445,000 retail clients across the country. The bank offers a range of standard banking products, 

including homes loans, credit products, deposits and savings, as well as payments and 

transaction services. While Sbanken ASA does not operate any branches, it provides a number 

of self-service tools to clients, which helps to limit the costs to the bank. In addition, clients 

have access to customer support via phone, email or the internet. Clients register loan 

applications in the online bank by themselves and applications are processed automatically, 

with immediate response for the client. Sbanken ASA enjoys high satisfaction among its 

customers, ranking as the best rated bank in a survey by Norsk Kundebarometer. 

In terms of infrastructure and IT systems, the bank has an in-house platform and solutions for 

most front-end applications. This also applies to the online bank used by clients. IT services 

were insourced from Skandia for a transitional period but the process of replacing the service 

agreement with new third-party agreements was completed in Q4 16 on time and within budget. 

Residential mortgage loans account for the bulk of Sbanken ASA’s lending. At end-June 2018, 

gross lending to customers was NOK76.8bn. Of this amount, home loans secured by fixed 

properties accounted for 95%, followed by consumer credit (2%), car loans (2%) and other 

loans (2%). Sbanken ASA’s competitive mortgage pricing has contributed to high lending 

growth, exceeding 10% annually since 2016 and amounting to 6.4% in H1 18. This compares 

with a market average of 5-6% annually, according to Moody’s (April 2017). However, even 

so, the average LTV for Sbanken’s mortgage portfolio is relatively low at 53.5% as of end-

June 2018. 

Moody’s rates Sbanken ASA ‘A3’ with a stable outlook. It rates covered bonds issued by 

Sbanken Boligkreditt ASA ‘Aaa’. 

 
 

Table 101. Ratings (M/S&P/F) 

Covered bond rating: Aaa/- /- 

Issuer rating (parent) A3/-/- 

Moody’s C-score 5.0% 

- Excl. syst. risk 2.9% 

Moody’s TPI/Leeway High/4 notches 

Moody’s CB anchor A1(cr) + 1 
 

Source: Moody’s, Danske Bank 

 

Table 102. Financial information 

(group) 

NOKm 2017 2016 2014 2007 

Net interest income 1,286 1,178 10,975  32,558 
Net fee and commission 174 180 6,467  8,878 

Net other income 19 232 17,442 5,959 

Total income. 1,480 1,590 (8,322) 19,993 

Operating expenses 615 565 (1,102) 0.04% 

Pre-provision income 865 1,025   

Loan losses -1 53 1,762 56% 

Net profit  659 789   

Cost/income ratio 42% 36% 49.8 %  

Loan loss ratio 0.00% 0.09%   

CET1 ratio 14.7% 14.9% 12.8 %  

Tier 1 capital ratio 16.2% 16.3% 22.0 %  

Total capital ratio 18.1% 18.0%   

Leverage ratio 6.1% 6.3%   

LCR 377% 192%   

NSFR 133% 137%   
 

Source: Sbanken ASA 2017 report, Danske Bank 

 
 

Table 103. More information 

Bond ticker: SKANBK (Sbanken Boligkreditt 
AS), SBANK (Sbanken ASA) 

Website: www.sbanken.no 
 

Source: Danske Bank 

 
 

http://www.sbanken.no/
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Financial performance 

For 2017, Sbanken ASA Group posted net profit of NOK659m (2016: NOK789m), 

although adjusted for the extraordinary gain from the sale of shares in Visa’s Norwegian 

subsidiary affecting the result positively in 2016, Sbanken achieved an increase in net profit 

of NOK98m. Net interest income rose 9% to NOK1,286m, reflecting an increase in lending 

to customers of 14% and a reduction in the net interest rate margin from 1.7% to 1.6%. 

Commission and fee income fell by 3% to NOK174m, reflecting among other things a cap 

introduced on card transaction fees in Q3 16. Underlying costs increased due to increased 

personnel costs relating to the bank’s strategic choice to focus more on savings, insurance 

and SMEs. A positive amount of NOK1m was booked under net loan losses, reflecting 

NOK57m that was recovered from previously written down receivables, as well as 

NOK56m in actual loan losses. At end-2017, Sbanken’s CET 1 capital ratio stood at 14.7% 

(2016: 14.9%) and the total capital adequacy ratio was 18.1% (2016: 18.0%). In February 

2018, the Board increased the CET1 target from 13.5% to 14%, while introducing also a 

Tier 1 capital ratio target of 15.5% and a total capital adequacy target of 17.5%. At end-

2017, Sbanken ASA had a leverage ratio of 6.1% (2016: 6.3%). 

Funding profile 

While the group benefits from a stable deposit funding base, it has become more wholesale-

funded in recent years, with the average deposit-to-loan ratio falling from 78% (Q3 16) to 

64% by end-June 2018. For wholesale funding, Sbanken ASA issues commercial paper, 

senior unsecured bonds and subordinated debt, as well as covered bonds through Sbanken 

Boligkreditt AS. During 2017, Sbanken ASA established EMTN programmes for covered 

bond and senior unsecured funding, limited at EUR5bn and EUR2bn, respectively. 

Sbanken’s inaugural covered bond was issued in April 2018. The issue amounted to 

EUR500m and it had a 5Y tenor.  

To provide collateral for the issuance of covered bonds, mortgages are sold from Sbanken 

ASA to Sbanken Boligkreditt on an ongoing basis, at market value and conditions. Only 

mortgages with an LTV lower than 75% can be transferred, reflecting the LTV limit 

stipulated in the Norwegian covered bond legislation. Sbanken Boligkreditt purchases 

various administrative services from Sbanken ASA, which also provides the former with 

an overdraft facility and a revolving credit facility. 

Cover pool 

Sbanken Boligkreditt’s cover pool consists entirely of Norwegian residential mortgages. 

At end-June 2018, the total nominal balance of the cover pool stood at NOK33.7bn, of 

which residential mortgages accounted for NOK33.0bn (of this amount, the eligible loan 

balance, i.e. the amount that is considered for coverage tests, was NOK32.8bn). The cover 

pool also contains NOK0.7bn of substitute assets, mainly deposits with the parent bank 

(NOK0.5bn), as well as other bank deposits and minor exposures towards NOK-

denominated covered bonds and agencies. 

The mortgages included in the cover pool are mainly secured by detached houses (52%). 

Geographically, the properties are spread across the country, with some concentration in 

Akershus (24%) and Oslo (22%). The mortgages included in the cover pool all carry a 

variable interest rate and 17% are non-amortising. The average loan balance was 

NOK1.9m. The weighted-average LTV is 49% on an indexed basis, while the share of non-

performing loans was low at 7bp. 

Table 104. Liability structure (group) 

Q2 2018 

Total assets NOK92.4bn 

Retail deposits 56% 
Debt securities in issue 37% 
- Of which covered bonds 87% 

Subordinated loan 1% 
Equity 6% 

Other 1% 
 

Source: Sbanken ASA Q2 18 report, Danske Bank 

 

Table 105. Cover pool information 

Cover pool NOK33.7bn 

- Res. mtg., eligible balance 97.4% 
- Res. mtg., ineligible balance 0.6% 

- Substitute assets 2.0% 

Average loan size NOK1,872,701 
OC (incl./excl. ineligible) 13.6%/12.9% 

WA indexed LTV 49.1% 

WA LTV 61.0% 

NPL (>90 days) 0.07% 

Variable loans 100% 

Interest only loans 17% 

Geography (ranked by %) 100% Norway 

- Akershus 24% 

- Oslo 22% 

- Hordaland 13% 

- Rogaland 7% 

- Buskerud 6% 

Property type  

- Detached house 52% 

- Apartment 25% 

- Semi-detached 23% 
 

Source: Sbanken Boligkreditt Cover Pool data Q2 

18 
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SpareBank 1 Boligkreditt 

 

Company profile 

SpareBank 1 Boligkreditt (SPABOL) is a Norwegian covered bond issuer, established as a 

separate legal entity owned by the banks in the SpareBank 1 Alliance. The alliance was 

established in 1996 by major Norwegian regional savings banks. The founding banks were 

SpareBank 1 SNN (rated ‘A1/A’ by Moody’s/Fitch), SpareBank 1 SMN (‘A1/A-’) and 

SpareBank 1 SR-bank (‘A1/A-’). A group of smaller savings banks in eastern/southern 

Norway joined the alliance shortly after and SpareBank 1 Hedmark (‘A1’ by Moody’s) in 

the east of the country joined in 2005. Today, the alliance consists of four regional banks 

and 10 local savings banks. By total assets, SpareBank 1 Alliance is the second largest 

lender in Norway (after DNB). 

The SpareBank 1 banks operate exclusively in Norway and are involved mostly in retail 

mortgage lending. Total lending across all banks amounts to some NOK750bn, of which 

70% comprises retail mortgage lending, followed by lending to the Norwegian SME sector 

(19%) and commercial mortgages (11%). In the areas where the large regional banks are 

domiciled, the SpareBank 1 Alliance has a market share of 30-50%. However, at a national 

level, the market share in residential mortgages is c.20%, due to an under-representation in 

Oslo and the surrounding areas, where the population is concentrated. 

The member banks in the alliance work in part through common projects and in part 

through the jointly owned holding company SpareBank 1 Gruppen AS (SP1G). The latter 

was founded by the alliance in 1996 and is an unlisted financial holding company. Through 

its subsidiaries, SP1G provides general and life insurance, fund management and other 

financial products and services to members of the alliance and their customers, as well as 

to members of the Norwegian Federation of Trade Unions. Furthermore, the member banks 

in the alliance are the direct owners of several subsidiaries, including SpareBank 1 

Næringskreditt (covered bond issuer based on commercial cover pool assets) and SPABOL. 

SPABOL was established in 2005 with the sole purpose of issuing covered bonds backed 

by mortgages on retail properties and governmental loans in Norway. This involves 

purchasing and transferring mortgages from constituent banks of the SpareBank 1 Alliance 

and marketing the covered bonds to investors (SPABOL itself does not originate loans). 

In January, SPABOL issued its inaugural green covered bond, backed by mortgages 

financing energy-efficient properties in the cover pool. 

The relative share of mortgage loans in SPABOL’s cover pool determines each bank’s 

ownership share of SPABOL. As of June 2018, SpareBank 1 East held the largest share 

(21%), followed by Sparebank 1 SMN (20%), SpareBank 1 SNN (17%) and SpareBank 1 

SR-Bank (8%), with the remaining 34% held by the 10 smaller SpareBank 1 banks. 

The ownership banks have agreed to support SPABOL’s capital if there is a credit event 

and have thus committed to maintaining a minimum core Tier 1 ratio in SPABOL of 9% 

(currently under review for an increase to 11%). The commitment is first determined on a 

pro rata basis based on the banks’ ownership shares and in the second instance it is a joint 

commitment limited to twice each bank’s initial commitment. 

 

Table 106. Ratings (M/S&P/F) 

Covered bond rating Aaa/-/- 

Issuer rating -/-/- 
Moody’s C-score: 5.0% 

- Excl. systemic risk: 2.7% 

Moody’s TPI/leeway High/4 

Moody’s CB anchor CR Ass. + 1 
 

Source: Moody’s, Danske Bank  

 
 

Table 107. Financial information 

 

No aggregated financial statements are 

published by the owner banks 
 
 

Source: Danske Bank  

 
 

Table 108. More information 

Bond ticker SPABOL 
Website www.spabol.no 

Maturity structure* Soft bullet (12 months) 
 

* EUR benchmark covered bonds 

Source: Danske Bank  

 

 

http://www.spabol.no/
http://www.spabol.no/
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Covered bonds issued by SPABOL are rated Aaa by Moody’s. In October 2017, Fitch 

withdrew its ratings at the issuer’s request. Before that, SPABOL’s covered bonds were 

also rated AAA by Fitch and the issuer was rated A-. SPABOL itself is currently unrated. 

Business model and funding profile 

SPABOL issues covered bonds backed by loans purchased from, and originated by, its 

owner banks. The share of mortgages transferred to SPABOL for covered bond issuance 

from the owner banks is approximately 33%. The SpareBank 1 Alliance banks grant 

mortgage loans using the same mortgage origination process. The general lending policy 

includes a maximum LTV limit of 75%. The guidelines restrict lending amounts to three 

times gross income and affordability to the borrower is stressed by a 5% interest rate rise 

when evaluating a mortgage application. In addition, the customer’s past behaviour plays 

a key role. 

SPABOL issues covered bonds in EUR, NOK, SEK and USD out of its EUR25bn Global 

Medium Term Note Covered Bond Programme. EUR issuance is intended to provide access 

to longer term funding, while the USD leg was set up in October 2010 for diversification 

purposes. Currency exposure is hedged back to NOK via swaps. Issuance in NOK is done 

on a tap basis and, although the market is shallower than the EUR market, it offers 

advantages in terms of hedging costs. In addition to one SEK covered bond outstanding 

(SEK250m), SPABOL set up an AUD2bn covered bond programme in February 2014 for 

further diversification (no bonds have yet been issued). 

As a specialist bank, SPABOL’s liabilities consist primarily of issued covered bonds. At 

the individual bank level, the SpareBank 1 Alliance has both a strong deposit base and 

access to senior unsecured markets. However, covered bonds remain a core funding source 

and SPABOL is committed to maintaining its benchmark curves. 

Cover pool and asset quality 

As of 30 June 2018, the total cover pool stood at NOK221.9bn, of which mortgages made 

up NOK183bn. Substitute assets comprised a 71/29 mix of NOK and EUR (plus minor 

exposures in USD) placed mainly in covered bonds (76%). 

The relatively large share of substitute assets is due to upcoming bond maturities. SPABOL 

is committed to maintaining a liquidity reserve, which pre-finances all upcoming 

maturities. 

The pool LTV (indexed) is low at 51%. Geographically, the pool is well diversified across 

Norway with a modest share in Oslo, reflecting the relatively broad physical coverage of 

the banks in the SpareBank 1 Alliance. The over-collateralisation level stands at 7.6%, well 

above the 2.0% legal requirement. SPABOL further reports a ‘stressed over-

collateralisation’ (assuming 15% house price declines) of 5.7%, indicating the strength of 

the cover pool. 

The eligibility criteria for the cover pool permit only prime retail residential mortgages 

originated by the SpareBank 1 Alliance banks and certain other banks owned by the alliance 

banks on property located in Norway. Borrowers must be either employed or self-

employed. Furthermore, the criteria exclude mortgages used to finance buy-to-let 

properties, by limiting the number of mortgages per customer. Mortgages with a balance 

below NOK0.2m or above NOK16m are excluded, as are new mortgages backed by holiday 

properties (as of H1 13). 

 

 

Table 109. Liability profile (SPABOL) 

Total balance NOK253bn 

Debt securities 88% 
 - Covered bonds 98% 

Subordinated debt 1% 

Other debt 7% 

Equity 5% 
 

Source: SpareBank 1 Boligkreditt Investor 

Presentation March 2018 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 110. Cover pool information 

 

 

Total Cover Assets NOK222bn

- Mortgages NOK183bn
- Public sector DKK2bn
- Substitute DKK37bn
OC (committed) 8% (2%)
Average loan size NOK 1,414,916
*WA LTV 51.3% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 0%
Interest-only loans 26%

Geography: 100% Norway
- Trøndelag 16%
- Oslo 12%
- Akershus 12%
- Hedmark 7%

Asset type:

- Residential 100%
   - Owner-occupied 99%
   - Second home 1%
- Commercial 0%

* Residential mortgages only
Source: SPABOL cover pool data (as of 30 Jun 2018)
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Sparebanken Sør Boligkreditt  

 

Issuer profile 

Sparebanken Sør is a Norwegian regional bank, formed by the January 2014 merger of 

Sparebanken Pluss and Sparebanken Sør. The bank is based in Kristiansand on the southern 

coast of Norway and has 34 offices spread across the Norwegian counties of Vest-Agder, 

Aust-Agder and Telemark. Sparebanken Pluss, the acquiring bank in the merger, traces its 

origins back to Christianssands Sparebank (established in 1824) and emerged from a series 

of mergers with local savings banks. The wholly owned mortgage subsidiary Sparebanken 

Pluss Boligkreditt was established in 2009. Following the merger of the parent banks, 

Sparebanken Pluss Boligkreditt merged with Sparebanken Sør Boligkreditt in 2014. The 

resulting entity, Sparebanken Sør Boligkreditt, is owned wholly by Sparebanken Sør. 

Sparebanken Sør provides retail and corporate banking services to individuals, companies and 

public authorities. It ranks sixth among Norwegian savings banks by total assets, with a group 

balance sheet size of NOK116bn (March 2018). While Sparebanken Sør’s national market 

share is limited, it commands considerable market shares within the counties of Vest-Agder, 

Aust-Agder and Telemark of 24% for lending and 30% for deposits, according to Moody’s. In 

addition to the wholly owned subsidiary Sparebanken Sør Boligkreditt, Sparebanken Sør also 

owns 91% of Sørmegleren Holding, which provides real estate brokerage services. 

Furthermore, Sparebanken Sør is affiliated with Frende Forsikring (insurance, 10% held), 

Brage Finans (financing, 15% held) and Norne Securities (investment banking, 18% held). 

Regarding its ownership structure, in line with other Norwegian savings banks, 

Sparebanken Sør is an independent foundation with equity certificate (EC) holders. ECs 

have clear similarities with shares but differ in their owners’ rights to the bank’s assets and 

influence over the bank’s governing bodies. The main holder is Sparebankstiftelsen 

Sparebank Sør, a foundation established in connection with the conversion of Sparebanken 

Sør’s primary capital to ECs in 2012. According to its articles, Sparebankstiftelsen 

Sparebank Sør must always hold 51% of the outstanding ECs. 

Sparebanken Sør’s loan book amounts to NOK98.7bn and is dominated by loans to retail 

customers, representing 65% of the loan book (Q1 18 figures). Geographically, the loan book 

focuses mostly on the bank’s key operating areas, with exposures in Vest-Agder accounting 

for 46% of the loan book, followed by Aust-Agder (25%), Telemark (11%) and others (16%). 

The retail loan book is dominated by mortgages, which tends to be a fairly resilient asset class. 

Of Sparebanken Sør’s mortgage portfolio, loans with an LTV below 75% account for 78.4%. 

The corporate loan book (35% of Sparebanken Sør’s loan portfolio) is mostly exposed to the 

real estate sector, including property management (49%) and real estate development (12%). 

Financial performance  

Sparebanken Sør achieved pre-tax profit of NOK1,266m in 2017, versus NOK1,273m in 

2016. Return on equity decreased to 9.7% (2016 11.6%). Net interest income was up 

NOK114m in 2017, due to adjustments to terms on customer deposits and volume growth. 

Net commission income increased by NOK19m, reflecting higher revenues from the real 

estate business. Net gains on financial instruments decreased to NOK88m, from NOK224m 

in 2016.  

 

Table 111. Ratings (M/S&P/F) 

Covered bond rating Aaa/-/- 

Issuer rating A1(n)/-/- 
Moody’s C-score 5.0% 

-Excl. syst. risk 4.1% 

Moody’s TPI/’leeway’: High / 5 

Moody’s CB anchor Aa3(cr) 1 
 

Source: Moody’s, Standard & Poor’s, Fitch, Danske 

Bank 

 
 

Table 112. Financial information 

(Sparebanken Sør Group) 

NOKm 2017 2016 2014 2013 2012 2011 2010 2009 

Net interest income 1,679 1,565 1,511 2,119 27,216 25,252 23,436 22,633 
Fees and commissions 312 293 284 1,824 6,962 6,879 7,293 6,655 

Net gain financial instr. 88 224 184 167 18,129 13,495 20,035 19,748 

Total net income 2,097 2,110       

Operating costs 811 787 634      

Pre-provision profit 1,286 1,323 1,368 2,479 20,957 21,853 21,081 18,716 

Loan losses and provisions 20 50 268 132 3,179 3,445 2,997 7,710 

Operating profit (pre-tax) 1,266 1,273 1,100 2,347 17,776 18,407 18,108 11,032 

Net profit 984 989       

Cost/income ratio 38.7% 37.3% 43.2% 44.9% 1.50% 1.50% 1.55% 1.71% 

CET1 capital ratio 15.1% 14.7% 13.1% 11.1% 49.1% 47.1% 47.6% 48.4% 

Total capital ratio 18.9% 17.9% 15.1% 12.8% 10.7%    
 

Source: Sparebanken Sør 2017 annual report 

 
 

Table 113. More information 

Bloomberg ticker: PLUSSB / SPBKPL 
Website: www.sor.no 

Maturity structure: Soft bullet (12 months) 
 

* EUR benchmark covered bonds 

Source: Danske Bank  
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Loan losses amounted to NOK20m in 2017 (gross loan loss ratio of 2bp). According to 

Moody’s, Sparebanken Sør’s asset quality metrics are broadly in line with the average of 

its Norwegian peers. 

In 2017, customer deposits increased by NOK4.0bn to NOK55.6bn, leaving the ratio of 

deposits to net loans at 57.0% at year-end (end-2016 56.7%). 

The bank’s CET1 ratio was 15.1% by end-2017, thereby fulfilling the bank’s ambition, 

public authority requirements and market expectations. It aims to have a CET1 capital ratio 

at least level with comparable banks. Of the largest regional banks, Sparebanken Sør is the 

only bank using the standard method when calculating the capital ratios. 

Funding profile and liquidity 

Sparebanken Sør has access to a range of funding sources, including both covered bond 

and senior debt issuance programmes. However, the bank also has a strong deposit base. 

At end-Q1 18, total funding for the group amounted to NOK46.8bn, of which NOK30.5bn 

was issued as covered bonds through Sparebanken Sør Boligkreditt. At end-Q1 18, the bank 

had transferred NOK34.7bn of mortgages to Sparebank Sør Boligkreditt, equivalent to 53% 

of its mortgage portfolio. 

Sparebanken Sør’s fixed income portfolio is included in the liquidity buffer, which totalled 

NOK15bn at end-Q1 18. The liquidity portfolio comprises mainly Nordic covered and 

municipality bonds (75%) and 0% risk-weighted bonds and government-guaranteed 

exposures (23%). The group reports an LCR ratio of 165%. 

Cover pool 

As of 30 June 2018, the total cover pool stood at NOK35.3bn, comprising 27,678 

Norwegian residential mortgage loans and NOK1.4bn substitute assets. 

The weighted-average loan-to-value is 55.5% on an indexed basis. Norwegian covered 

bond legislation stipulates a 75% LTV cap for residential mortgage loans based on prudent 

market value. We note that a minor share of the loans in the cover pool has indexed LTVs 

exceeding this cap. Such loans are eligible for cover pool inclusions but only the part that 

has an LTV below 75% is taken into account for coverage calculations. There are no non-

performing loans in the cover pool. 

Geographically, the pool reflects the bank’s main operating area, being concentrated in 

southern Norway, as well as a share of loans backed by properties in Oslo. In particular, 

there is some concentration risk in the cover pool due to the large exposure to properties 

located in the county of Vest-Agder (42% of the cover pool balance). That said, we note 

that recent price developments in this region have been modest, compared to peer counties. 

The level of overcollateralisation (OC) stands at 23.4%, taking into account any non-

eligible loan balances. The level required to maintain the current ‘Aaa’ Moody’s rating is 

0.5%. The share of amortising loans is 75.5%, with the remainder being either bullet loans 

(1.5%) or flexible loans (23%). The latter permit borrowers to increase the loan amount 

within the agreed limit, or to make early repayments. 

 

 

Table 114. Cover pool information 

 

 

Total Cover Assets NOK35bn

- Mortgages NOK34bn
- Substitute DKK1bn
OC (committed) 23% (2%)
Average loan size NOK 1,228,000
*WA LTV 55.5% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 0%
Interest-only loans 1%

Geography: 100% Norway
- Vest-Agder 42%
- Aust-Agder 27%
- Telemark 10%
- Oslo 10%

Asset type:

- Residential 100%
   - Owner-occupied 98%
   - Buy-to-let 2%
- Commercial 0%

* Residential mortgages only
Source: Sparebanken Sør cover pool data

(as of 30 Jun 2018)
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Sparebanken Vest Boligkreditt 

 

Company profile 

Sparebanken Vest Boligkreditt, the wholly owned covered bond-issuing subsidiary of 

Sparebanken Vest, was established on 22 May 2008, with the sole intent of issuing covered 

bonds, thus broadening the bank’s funding base. The parent, Sparebanken Vest, is an 

independent savings bank, incorporated in 1823. The bank is a leading financial services 

group in western Norway, headquartered in Bergen, with strong ties to the local and 

regional communities. It is Norway’s third largest savings bank. 

Sparebanken Vest offers traditional banking services to both retail and corporate clients. 

Moreover, the bank offers life and non-life insurance through Frende Forsikring (39.7% 

ownership), securities brokerage through Norne securities (47.6%), leasing through Brage 

Finans (49.9%) and real estate agency services through Eiendomsmegler Vest (100%).  

Sparebanken Vest was one of the original members of the Sparebank 1 Alliance, which 

consists of three regional and several local savings banks, but it left the Alliance in 2004. 

In 2011, Sparebanken Vest merged with Sparebanken Hardanger in order to strengthen 

further its market position in western Norway. 

As a savings bank, Sparebanken Vest has no owners or shareholders and like other savings 

banks, the original ownership structure was based on a foundation. Since 1987, however, 

Norwegian savings banks have been allowed to issue equity certificates in order to obtain 

capital. Sparebanken Vest first issued equity certificates in 1995. Equity certificates have 

almost the same characteristics as shares, being traded on the Oslo Stock Exchange, taxed 

as shares, with investors being entitled to potential dividends. However, equity certificates 

give ownership rights to specific parts of a bank’s capital. Since merging with Sparebanken 

Hardanger, Hardanger Sparebankstift has become the largest holder of Sparebanken Vest’s 

equity certificates with a 21.9% share. 

By end-March 2018, Sparebanken Vest’s loan portfolio amounted to NOK150bn, of which 

the retail segment accounted for 76%. The corporate portfolio of NOK36bn is exposed 

predominantly towards the real estate segment (38%), but it also carries a NOK4.7bn 

exposure towards shipping. Within this segment, exposure to the offshore segment is 

limited. 

Sparebanken Vest Boligkreditt’s covered bonds carry ‘Aaa’ ratings by Moody’s. 

Sparebanken Vest Boligkreditt itself is not rated but Moody’s considers its credit quality to 

be linked to that of the parent bank, considering the revolving credit facility provided by 

the latter. Sparebanken Vest itself is rated ‘A1’ with a negative outlook. The negative 

outlook reflects the implementation of BRRD in Norwegian law. Given a TPI leeway of 

five notches, covered bonds issued by Sparebanken Vest Boligkreditt have a considerable 

buffer against potential downgrades of the parent bank.  

Table 115. Ratings (M/S&P/F) 

Covered bond rating Aaa / - / - 

Issuer rating (parent) A1(n)/ - / - 
Moody's C-score 5.0% 

- Excl. syst. risk 4.7% 

Moody's TPI / Leeway High / 5 

Moody's CB anchor Aa3 (cr) + 1 
 

Source: Rating agencies 

 

Table 116. Financial information 

(group) 

NOKm 2017 2016 2014 2013 2012 

Net interest income 2,565 2,399 2,320 2,161 1,797 
Fees & commission 443 415 400 378 346 

Net gain/losses -7 123 248 114 276 

Net operating income 3,326 3,242    

Pre-provision income 1,877 1,972 1,760 1,501 147 

Losses & provisions 33 39 410 280 2,658 

Operating profit 1,844 1,956 1,493 1,221 1,283 

Cost/income ratio 44.2% 39.7% 45.5% 48.8% 56% 

Core tier 1 capital ratio 15.0% 14.9% 12.2% 11.2% 10.6% 

Total capital ratio 18.7% 18.7% 17.9% 18.1% 12.7% 
 

Source: Sparebanken Vest Group annual report 

2017 

 

Table 117. More information 

Bond ticker SVEGNO 
Website spv.no 

Maturity structure* Soft Bullet (12 months) 
 

* EUR benchmark covered bonds 

Source: Danske Bank  
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Financial performance 

SVEG recorded pre-tax profits of NOK1,844m in 2017 (2016: NOK1,956m). The decrease 

was attributable to a weaker result for financial instruments. However, the contribution of 

financial instruments to the 2016 earnings was artificially high due to a gain of NOK108m, 

received as dividend, in connection with Visa Inc. buying Visa Europe. 

SVEG targets a CET1 capital adequacy ratio of around one percentage point above all 

regulatory minimum and buffer requirements (including Pillar II). This resulted in a CET1 

target of 14.8% as of end-2017, and the CET1 capital adequacy ratio (taking into account 

the Basel I floor) stood at 15.0% at year-end (2016: 14.9%). In February 2017, Sparebanken 

Vest was granted approval to use the AIRB approach to calculate regulatory capital 

requirements for credit risk within the corporate market. The bank has already been granted 

such approval for the retail market. 

Business model and funding profile 

On a group basis, Sparebanken Vest is funded predominantly via deposits (39%) and debt 

securities/bonds (48%). The bank pursues a strategy whereby long-term funding is raised 

by issuing covered bonds through Sparebanken Vest Boligkreditt. 

Sparebanken Vest Boligkreditt acquires mortgages from Sparebanken Vest via a true sale 

process. Following this, Sparebanken Vest Boligkreditt issues covered bonds out of its 

Boligkreditt using the transferred mortgages as collateral. Sparebanken Vest Boligkreditt 

issues covered bonds out of its EUR10bn EMTN programme.  

Cover pool and asset quality 

As at end-June 2018, the cover pool amounted to NOK79.8bn, comprising prime residential 

Norwegian mortgages and NOK4.5bn of substitute collateral. The latter consists of 74% 

cash, 18% exposures to credit institutions and 8% SSA exposure. The overcollateralisation 

(OC) is reported at 23%, well above the legal minimum of 2%. 

The WA indexed LTV is 54% and the weighted average seasoning is 44 months. Most of 

the mortgage loans in the pool carry a floating rate, with the share of fixed rate reported at 

21%. The pool holds 0.11% non-performing loans but these are not included in coverage 

calculations. 

Geographically, the properties securing the mortgages in the cover pool are concentrated 

in the western part of Norway, especially in the Hordaland region (75%) but also in 

neighbouring Rogaland (14%) and Sogn and Fjordane (6%). 

 

Table 118. Liability profile (group) 

Total balance NOK175bn 

Deposits 39% 

Debt to credit institutions 2% 

Securitised debt 48% 

Subordinated loan capital 1% 

Equity 8% 

Other 2% 
 

Source: Sparebanken Vest Group annual report 

2017, Danske Bank calculations 

 

 

 

 

 

 

 

 

 

 

 

 

Table 119. Cover pool information 

 

 

Total Cover Assets NOK80bn

- Mortgages NOK75bn
- Substitute DKK5bn
OC (committed) 23% (2%)
Average loan size NOK 1,348,161
*WA LTV 54.1% (indexed)
NPL (>90 days) 0.11%
Fixed rate loans 21%
Interest-only loans 19%

Geography: 100% Norway
- Hordaland 75%
- Rogaland 14%
- Sogn og Fjordane 6%
- Oslo 2%

Asset type:

- Residential 100%
   - Owner-occupied 99%
   - Second home 1%
- Commercial 0%

* Residential mortgages only
Source: Sparebanken Vest Boligkreditt cover pool data

(as of 30 Jun 2018)
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SR-Boligkreditt AS 

 

Company profile 

SR-Boligkreditt is a separate legal entity owned by SpareBank 1 SR-Bank (SR-Bank). SR-

Bank, headquartered in Stavanger, is the second-largest Norwegian-owned bank after DNB. 

It mainly operates in south-west Norway and has a dominant market position in Rogaland 

(the county in which Stavanger is the main city) – according to Moody’s, its market share is 

35% for lending and 40% in terms of deposits. On a national level, however, SR-Bank’s 

market share is around 4.5%. SR-Bank services 318,000 retail customers and 15,000 

corporate customers. In addition to banking, SR-Bank also has leasing activities, asset 

management and owns a relatively large real estate broker. 

With its roots going back to 1839, SR-Bank is a result of a merger between 24 savings banks 

in 1976, when it was established as Sparekassen Rogaland. In 2007, it was renamed to its 

current name. In January 2012, SR-Bank converted its equity certificates into ordinary 

shares. The largest owner is the SpareBank-Foundation SR-Bank, with a stake of around 

28%. According to the articles, the foundation will own at least 25% of the outstanding 

shares at all times – the aim being to ensure local regional ownership. There are no voting 

restrictions. 

SR-Bank is one of the founding members of the SpareBank 1 Alliance, which was established 

in 1996, and it currently owns a 19.5% share of the holding company SpareBank 1 Gruppen. 

The alliance focuses on bank and product cooperation among member banks in order to 

exploit economies of scale and includes joint-product companies (such as fund management 

as well as life and non-life insurance). As part of the SpareBank 1 Alliance, SR-Bank also 

owns an 8% stake in SpareBank 1 Boligkreditt (see separate issuer profile) and a 19.2% share 

in SpareBank 1 Næringskreditt (ownership shares as of end-2017). The sole purpose of the 

two entities is to acquire residential and commercial mortgages, respectively, from the owner 

banks in the SpareBank 1 Alliance, financed by the issuance of covered bonds.  

In March 2015, SR-Boligkreditt was established with the sole purpose of issuing covered 

bonds backed by mortgages acquired from its owner, SR-Bank. According to SR-Bank, the 

motivation for establishing SR-Boligkreditt was to optimise the funding mix while 

eliminating possible limitations due to regulatory limits on large exposures. SR-

Boligkreditt itself is unrated but Moody’s considers the covered bond rating to be linked to 

the credit strength of the issuer’s parent company, mainly because SR-Bank has established 

a revolving credit facility for the benefit of the issuer. SR-Bank is rated ‘A1’ (negative) by 

Moody’s, with the outlook reflecting potential rating pressure from the upcoming 

implementation of BRRD in Norway. Covered bonds issued by SR-Boligkreditt are rated 

‘Aaa’ by Moody’s. Given a TPI leeway of four notches, there is a considerable buffer 

against potential downgrades of SR-Bank. 

Financial performance  

SR-Bank Group achieved pre-tax profits of NOK2,610m in 2017 (2016: NOK2,158m). The 

net profit amounted to NOK2,086m, compared with NOK1,755m in 2016. Net interest 

income amounted to NOK3,162m (2016: NOK2,871m), a combination of increased 

lending and deposit volumes as well as lower funding costs. 

 

Table 120. Ratings (M/S&P/F) 

Covered bond rating Aaa/-/- 

Issuer rating (parent): A1(n)/-/A- 
Moody’s C-score: 5.0% 

-excl. syst. risk 4.2% 

Moody’s TPI / Leeway: Probable-High / 4 

Moody’s CB anchor: Aa3(cr)  + 1 
 

Source: Rating agencies 

 
 

Table 121. Financial information                      

(SpareBank 1 SR-Bank Group ) 

 
NOKm 2017 2016 2014 2013 2012 2011 2010 2009 

Net interest income 3,162 2,871 2,404 2,119 27,216 25,252 23,436 22,633 
Fees and commissions 1,524 1,443 1,732 1,824 6,962 6,879 7,293 6,655 

Net gain/losses 634 654 236 167 18,129 13,495 20,035 19,748 

Total net income 5,320 4,968       

Pre-provision profit 3,153 2,936 2,858 2,479 20,957 21,853 21,081 18,716 

Loan losses and provisions 534 778 257 132 3,179 3,445 2,997 7,710 

Operating profit (pre-tax) 2,610 2,158 2,601 2,347 17,776 18,407 18,108 11,032 

Cost/income ratio 40.7% 40.9% 41.8% 44.9% 1.50% 1.50% 1.55% 1.71% 

CET1 capital ratio 15.1% 14.7% 11.5% 11.1% 49.1% 47.1% 47.6% 48.4% 

Tier 1 capital ratio 16.0% 15.6% 12.3% 12.8% 10.7%    

Total capital ratio 17.9% 17.5% 14.5% 14.1% 11.0% 9.9% 10.1% 9.3% 
 

Source: SpareBank 1 SR-Bank Group annual report 

2017 

 
 

Table 122. More information 

Bond ticker: SRBANK 
Web site: http://www.sr-

bank.no/sr-boligkreditt 
Maturity structure:  Soft bullet (12 months) 

 

* EUR benchmark covered bonds 

Source: Danske Bank  
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Net commissions increased to NOK1,524m (2016: NOK1,443m), primarily due to 

increased income from estate agency services. Impairment losses on loans totalled 

NOK534m (2016: NOK778m), reflecting losses within oil-related activities. In 2017, the 

CET1 ratio increased from 14.7% to 15.1%, while the Tier 1 ratio including hybrid capital 

increased from 15.6% to 16.0%. The management of SR-Bank has set a CET1 target of 

15.0%. 

Business model and funding profile 

Deposits from customers represent the SR-Bank’s main source of funding, amounting to 

44% of total liabilities. During 2017, deposits increased by NOK9.4bn for the group as a 

whole. The deposit coverage ratio increased from 54.5% at year-end 2016 to 55.3% at year-

end 2017.  

The liquidity buffer amounted to NOK32.3bn at year-end 2017. According to SR-Bank, 

this implies that the bank can maintain normal operations for 32 months without access to 

extra funding. In addition, the bank has NOK19.7bn in home mortgages, which can be 

utilised to raise additional covered bond funding.  

SR-Boligkreditt is a dedicated covered bond company. Its objective is to purchase 

mortgages, and to finance these by issuing covered bonds under its EUR10bn European 

Medium Term Covered Note programme. All mortgages acquired have been originated by 

the owner bank, SR-Bank. Loans are transferred on a true sale basis. By end-March 2017, 

SR-Boligkreditt had NOK38.8bn of outstanding covered bonds.  

Cover pool and asset quality 

As of 30 June 2018, the total cover pool stood at NOK49.1bn, of which mortgages made 

up NOK47.4bn. The substitute assets totalled NOK1.4bn. The cover pool’s indexed LTV 

is 59%. The pool is very well-seasoned with a weighted average of 8.2 years. 

Geographically, the pool is concentrated in the south-west of Norway with 77% of the 

underlying properties being located in Rogaland. Hordaland accounts for 11% of the pool, 

followed by Vest-Agder (8%). Of the cover pool, 2.2% consists of loans originated in Oslo 

including Akershus.  

The nominal OC level stood at 7%. Only mortgages on owner-occupied properties are 

included in the cover pool.   

SR-Boligkreditt applies a number of eligibility criteria to mortgages included in the cover 

pool in addition to the requirements stipulated in the Norwegian covered bond legislation. 

For example, mortgages used to finance buy-to-let properties and holiday homes are 

excluded. Furthermore, there is a loan volume limit of NOK12m per client. 

 

 
 

 

Table 123. Liability structure (Group) 

Total balance NOK216.7bn 

Deposits from customers 44% 
Debt to financial institutions 1% 

Debt securities  42% 

Subordinated debt 1% 

Equity 9% 

Other 3% 
 

Source: SpareBank 1 SR-Bank Group annual 

report 2017, Danske Bank calculations 

 

 

 

 

 

 

 

Table 124. Cover pool information 

 

 

Total Cover Assets NOK49bn

- Mortgages NOK47bn
- Substitute DKK1bn
OC (committed) 7% (2%)
Average loan size NOK 1,651,445
*WA LTV 58.6% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 0%
Interest-only loans 27%

Geography: 100% Norway
- Rogaland 77%
- Hordaland 11%
- Vest-Agder 8%
- Aust-Agder 2%

Asset type:

- Residential 100%
   - Owner-occupied 100%
- Commercial 0%

* Residential mortgages only
Source: SR-Boligkreditt cover pool data

(as of 30 Jun 2018)
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Swedish Covered Bonds 
Overview and recent developments 

Swedish issuers benefit from a well-established local covered bond market, which offers 

an attractive alternative to issuing in EUR. The domestic covered bond market boasts 

liquidity comparable to the domestic government bond market and there is both a well-

functioning repo market and bond futures for a few issuers. In addition, there is a strong 

domestic investor base, driven in particular by the Swedish life and pension sector. 

Historically, the Swedish local market has absorbed some 80% of total issuance. In 2017, 

however, issuers focused relatively more on funding in EUR. In our view, this was due to 

cross-currency arbitrage considerations, as funding in EUR was relatively attractive. 

However, since the spread has narrowed, we would expect issuers to focus more on 

issuance in domestic currency. 

The total size of the Swedish covered bond market is approximately EUR235bn across 

currencies, using Bloomberg data compiled on 22 August 2018. Six mortgage institutions 

dominate mortgage lending in Sweden, of which three are specialist subsidiaries of large 

Swedish banks (Stadshypotek, Swedbank Hypotek and Nordea Hypotek), one is a universal 

bank (SEB), one is government owned (SCBC) and the last is owned indirectly by a major 

insurance company (LF Hypotek). With covered bonds equivalent to EUR67.5bn 

outstanding, Stadshypotek is the largest issuer, followed by Swedbank Hypotek 

(EUR53bn) and SEB (EUR32bn). Danske Hypotek joined the Swedish covered bond 

landscape in late August 2017, issuing a SEK5bn long 5Y benchmark covered bond. Since 

then, Danske Hypotek has been in the market twice. 

Chart 24. Issuance across currencies (EURbn) 
 

Chart 25. Outstanding covered bonds by issuer (EUR 

equivalent) 

 

 

 

Note: 2018 = Q1 18 

Source: Swedish Bankers’ Association, Danske Bank 

 * Not included in this handbook. data as of 22 August 2018 

Source: Bloomberg, Danske Bank 

In terms of secondary spreads, Swedish covered bonds have historically traded as a 

‘Pfandbrief proxy’, benefiting from the strong capitalisation of the parent banks and the 

solid underlying sovereign credit. However, with the announcement of CBPP3 in 

September 2014, spreads between the two markets have emerged. Using iBoxx indices, the 

current spread is around 7bp, which is in the middle of the interval prevailing since the 

launch of CBPP3. However, in our view, the tightening since mid-2015 may be explained 

by the decline in CBPP3 activity, especially with regard to secondary market purchases. 
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Source: Danske Bank 
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Chart 26. Swedish EUR covered bonds vs Pfandbriefe (iBoxx 

indices ASW) 

 
Chart 27. Swedish EUR benchmark covered bond landscape 

(y/y ASW) 

 

 

 

Note: Data as of 22 August 2018 

Source: Markit, Danske Bank 

 Note: Data as of 22 August 2018 

Source: Danske Bank 

Looking at spreads across issuers, the Swedish EUR benchmark covered bond landscape is 

homogeneous, with one exception: LF Hypotek generally offers a pickup versus peers. In 

our view, the spread is explained to some extent by the lower liquidity in the name. 

Background 

The Swedish Covered Bond Act was passed in July 2004 but did not come into effect until 

2006, when the first Swedish issuers were licensed and started issuing covered bonds. 

Swedish mortgage bonds (Bostadsobligationer) were, however, already an established asset 

class before the Covered Bond Act became effective, with Sweden having one of the largest 

mortgage bond markets in Europe. However, because investor protection in previous 

Bostadsobligationer was unsatisfactory, they did not enjoy European covered bond status. 

In order to issue covered bonds under the new act, Swedish issuers were required to convert 

existing Bostadsobligationer to Säkerställda obligationer (covered bonds). All previous 

Bostadsobligationer now have the status of covered bonds. 

In October 2006, Nordea Hypotek became the first issuer of a Swedish EUR covered bond. 

SCBC (SBAB) and Stadshypotek (Handelsbanken) soon followed. Today, all former 

Swedish mortgage bond issuers actively issue covered bonds. SEB has taken advantage of 

the abandonment of the specialist banking principle in Sweden and merged former SEB 

Bolån into parent bank SEB AB. SEB has taken over the licence to issue covered bonds 

under the Swedish Covered Bond Act from SEB Bolån. Since 2010, Nordea has not issued 

covered bonds in EUR benchmark format through Nordea Hypotek, relying instead on its 

Finnish mortgage subsidiary (Nordea Mortgage Bank Plc) to raise EUR funding. 

Key elements of the legal framework 

In Sweden, the legal framework governing the issuance of covered bonds is contained in the 

Swedish Covered Bonds Issuance Act (CBIA), which came into force in July 2004. 

The structure of the issuer is not restricted to specialist mortgage credit institutions. Rather, 

as in Denmark and Finland, banks and credit institutions may issue covered bonds, provided 

that they obtain a licence to issue covered bonds from the Swedish FSA. In reality, however, 

most issuers are specialist mortgage banks and, except for Swedbank Hypotek, there is no 

senior unsecured claim on the parent bank. Under the Swedish bankruptcy code, a default of 

the parent bank does not automatically trigger the insolvency of a subsidiary, i.e. a specialist 

issuer may continue to operate as a solvent entity following a default of its parent bank. 
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Cover assets may include residential and commercial mortgages, loans secured by 

agricultural properties, public loans, derivatives and substitute assets. Mortgages on 

commercial properties are limited at 10% of the cover pool. Up to 20% of substitution assets 

is allowed in the cover pool and the limit may be raised temporarily to 30% subject to approval 

by the Swedish FSA. Derivatives for hedging purposes are allowed and must be registered in 

the cover pool. There are minimum counterparty credit requirements (long-term rating of 

A3/A-/A- by Moody’s, Standard & Poor’s and Fitch, respectively) and agreements may not 

be terminated due to issuer insolvency. The act does not allow for ABS or MBS tranches to 

be included in the cover pool. Geographically, assets located in the EEA are permitted but, in 

practice, issuers include mainly Swedish mortgage loans in cover pools. 

LTV ratio limits are 75% for residential mortgages (including multi-family), 70% for 

loans backed by agricultural properties and 60% for commercial loans. Loans with higher 

LTV ratios are allowed in the cover pool but only up to the legal threshold, with the 

remaining balance to be refinanced with other funding instruments. Valuations are based 

on the current market value in accordance with the valuation principles stipulated in the 

CBIA. The issuer must test and analyse how a fall in property values of up to 30% affects 

LTV ratios and the value of the cover pool at least once a year and coverage requirements 

must be met in this scenario, on both a nominal and an NPV basis. 

Legal requirements for asset-liability management include continual testing of asset 

coverage, whereby assets are required to cover liabilities on both a nominal and an NPV 

basis. The coverage requirements must be met under various stress tests on interest rate and 

currency risk. These comprise a change on the swap curve in an unfavourable direction and 

a 10% sudden change in relevant FX rates, taking into account derivative agreements. Non-

performing loans (more than 60 days) are not recognised for matching requirements. In term 

of liquidity risk, the issuer must ensure that the cash flows from cover pool assets are 

sufficient to meet payment obligations stemming from covered bonds and derivative 

agreements. 

Overcollateralisation of 2% is required following an amendment to the CBIA in June 

2016. Furthermore, issuers may voluntarily commit to higher overcollateralisation levels. 

Any overcollateralisation in the cover pool is protected by the CBIA in the event of issuer 

insolvency. 

Supervision is the responsibility of the Swedish FSA. The regulator monitors both the 

covered bond issuers and the parent banks for ongoing compliance with the CBIA and other 

related regulatory provisions. For each issuer, the Swedish FSA appoints an independent 

covered bond inspector, who is responsible for monitoring the register and verifying that 

covered bonds, derivative agreements and the cover assets are recorded correctly. 

Asset segregation is secured through the cover register, which is managed by the issuer, 

containing details on cover pool assets, derivatives and covered bonds in issue. By law, 

assets recorded in the cover registers are excluded from the general insolvency estate, i.e. 

covered bondholders and registered derivative counterparties have a priority claim. 

Overcollateralisation is protected, as long as it consists of assets registered in the cover 

pool. Covered bonds do not automatically accelerate when the issuer becomes insolvent, 

as long as the cover pool meets the requirements set forth in the CBIA (temporary, minor 

deviations are allowed). 
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After issuer default the covered bond programme is administered by the bankruptcy 

administrator of the issuer. There is no separate cover pool administrator, i.e. the 

bankruptcy administrator looks after the interests of both unsecured creditors and covered 

bondholders. However, for specialist issuers, the latter would be likely to dominate and the 

bankruptcy administrator would be in a similar position as a dedicated cover pool 

administrator. The administrator is responsible for ensuring the continued operation of the 

covered bond programme, including arranging for servicing and cash management. The 

administrator may use liquid substitute assets and can sell parts of the cover pool in the 

market to raise liquidity, as well as entering into new loans or derivatives, repos and other 

agreements in order to balance the cash flows of covered bond assets and liabilities. 

We summarise Moody’s assessment of the Swedish legal framework below. 

Table 125. Summary assessment of the Swedish legal framework (Moody’s, 2018) 

Relative strengths – covered bond law 

 Loans backed by commercial property cannot exceed 10% of the cover pool. 

 Loans more than 60 days past due are not eligible for inclusion in cover tests. 

 Cover pools must be stress tested against falls of up to 30% in mortgaged property values. 

 The administrator has wide powers to enter into senior-ranking liquidity loans and other 
financial arrangements to mitigate refinancing risk following issuer default. 

 Issuers must limit interest rate and currency risk by reference to material stresses (however, 
the effectiveness of these stress tests may be reduced if swap agreements are in place). 

 Hedging agreements entered into cannot provide for termination upon insolvency of the 
issuer and are subject to initial requirements for counterparty credit quality. However, these 
provisions may be less effective if swap agreements are with internal counterparties. 

Relative strengths – contractual 

 Issuers commonly have the right to reset interest rates on residential mortgage loans on a 
quarterly basis, reducing refinancing risk following issuer default. 

 The absence of deposit taking activity for specialist issuers may mitigate any set-off risk. 

 The bankruptcy of the parent or group entity supporting a specialist issuer would not 
necessarily trigger the immediate default or insolvency of the issuer. 

Relative weaknesses – contractual/structural 

 The covered bond law allows for an unsecured claim on the issuer. However, for the majority 
of specialist issuers there is no senior unsecured claim on the issuer’s rated parent. 

 Most derivative agreements are internal swaps that are generally less likely to survive issuer 
default than swaps with parties outside the issuer’s group. Typically, issuers include collateral 
posting and replacement triggers that help to mitigate this risk. 

Source: Moody’s 

 



 

78 |     Nordic Covered Bond Handbook https://research.danskebank.com 
 

 

  

Overview of cover pools, ratings and maturity structures 

Table 126. Cover pool overview as of Q2 18  

 

* Main exposures only 

Source: Company data 

 

Table 127. Ratings overview and maturity structures 22 August 2018 

 Rating (Moody’s/S&P/Fitch)  Moody's  S&P  Maturity type
1

 

 Covered bond Issuer/parent  TPI/Leeway C-score CB anchor  Unused uplift  Hard/soft bullet 

Danske Hypotek - / AAA / - A1/ A(p) / A  - - -  2 notches  HB 
LF Hypotek Aaa / AAA / - A1 / A / -  Prob.-High/4 5.0% Aa3(cr)+1  2 notches  HB 
Nordea Hyp. Aaa / AAA / - Aa3/AA-/AA-  Prob.-High/5 5.3% Aa2 (cr) + 1  3 notches  HB 
SCBC Aaa / - / - A1 / A / -  Prob.-High/4 5.0% Aa3 (cr) + 1  -  HB/SB (12m) 
SEB Aaa / - / - Aa2 / A+ / AA-  Prob.-High/5 5.0% Aa2 (cr) + 1  -  HB 
Stadshypotek (SE) Aaa / - / - Aa2 / AA- / AA  Prob.-High/6 5.1% Aa1 (cr) + 1  -  HB/SB (12m) 
Swedbank Hyp. Aaa / AAA / - Aa2 / AA- / AA-  Prob.-High/5 5.0% Aa2 (cr) + 1  4 notches  HB 

 

1. EUR benchmark covered bonds 

2. Expected rating 

Source: Ratings agencies, company reports, Danske Bank 

Danske Hypotek LF Hypotek Nordea Hypotek SCBC

Cover pool (SEK bn) 56 211 523 286

Over-collateralisation (committed) 44% (2%) 33% (10%) 67% (2%) 21% (2%)

Average loan size (SEK) 1,082,514                                  540,835                                 577,269                                 734,828                                 

WA indexed LTV 56% 58% 50% 55% (unindexed)

Interest-only loans 55% 50% 25% 49%

Fixed-rate loans 10% 27% 20% 36%

NPL (>90 days) 0.00% 0.00% 0.00% 0.00%

Geography* Greater Stockholm (50%), 
East Sweden (16%), Greater 

Gothenburg (13%), South 
Sweden (7%)

West Sweden (24%), East 
Sweden (23%), Greater 

Stockholm (15%), North 
Sweden (15%)

Greater Stockholm (38%), 
West Sweden (16%), East 

Sweden (14%), Greater 
Gothenburg (13%)

Greater Stockholm (58%), 
East Sweden (9%), West 

Sweden (8%), Greater 
Gothenburg (8%)

Residential 100% 95% 95% 98%

Public sector 0% 0% 2% 0%

Commercial 0% 0% 3% 0%

Substitute assets 0% 5% 0% 2%

SEB Stadshypotek Swedbank

Cover pool (SEK bn) 530 616 955

Over-collateralisation (committed) 71% (2%) 10% (2%) 79% (2%)

Average loan size (SEK) 737,920                                     639,736                                 583,380                                 

WA indexed LTV 52% 53% 51%

Interest-only loans 33% 33% 31%

Fixed-rate loans 30% 51% 30%

NPL (>90 days) 0.01% 0.00% 0.00%

Geography* Greater Stockholm (42%), 
Greater Gothenburg (16%), 
East Sweden (12%), South 

Sweden (10%)

Greater Stockholm (41%), 
East Sweden (15%), West 

Sweden (12%), North 
Sweden (10%)

Greater Stockholm (27%), 
West Sweden (22%), East 

Sweden (18%), North 
Sweden (11%)

Residential 100% 98% 99%

Public sector 0% 1% 1%

Commercial 0% 0% 1%

Substitute assets 0% 1% 0%

* Main exposures only
Source: Company data
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Outlook for the Swedish housing market 

The following text is written by Michael Grahn, Chief Economist Sweden 

The Swedish housing market is in a decline. Recent Q2 data on multi-dwelling permits and 

starts confirms the turnaround in residential construction. Permits and starts have been 

falling for four and three quarters, respectively, implying falling activity is on the cards. 

However, the correction has been slower than expected, as completions have still not turned 

down markedly. This is probably because resource utilisation is this sector is very high and 

it is hard to get hold of both personnel and inputs. This is probably why the impact on GDP 

growth has been very limited. 

That said, we are convinced that a stronger decline in residential investment is soon in the 

offing. Residential developers’ Q2 data reveal that both sales and production have fallen 

by 50% y/y. Hence, developers are cancelling projects rapidly now. The problem though is 

that many of them still have a significant overhang of flats under production, which they 

have not sold yet. There is widespread evidence that developers are cutting prices on new 

production of flats by up to 30% to reduce this overhang. 

Looking at prices, most sources suggest that house and flats prices were more or less stable 

in the first half of 2018 and in July. This goes for Sweden in general and Stockholm in 

particular. That said, over the autumn, we expect the oversupply of new flats to weigh on 

price developments in the secondary market too. Currently, there are strong indications that 

the supply of flats and houses for sale is continuing to rise on a year-on-year basis, while 

transactions have declined. The price mechanism appears to have been dented, as it is no 

longer possible to buy apartments 1-2 months forward while waiting for price gains on this 

as well as on current accommodation. Price formation has turned 180 degrees, now people 

have to sell (at lower prices) before they can enter into a contract. One factor behind this 

change, besides the significant supply, is the 1% extra amortisation requirement introduced 

on 1 March. An additional sign of a weakening housing market is that monthly mortgage 

credit growth slowed by around one-third between February and July. This goes for both 

houses and flats. 

Looking forward, prices could fall another 5-10% before bottoming, on the assumption that 

the Swedish labour market remains okay. 

Chart 28. Swedish house price developments (2005 = 100) 

 

Source: HOX Valueguard 
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Macro prudential measures remain in focus 

The low rate environment and continued economic recovery have spurred a sharp rise in 

Swedish house prices, which has led to high and increasing indebtedness among Swedish 

households. Consequently, the Swedish authorities have taken a range of measures to 

bolster the resilience of the household sector and reduce systemic risks for the financial 

system. 

 LTV cap of 85% (October 2010): The cap applies to new mortgage lending. In 

addition, the FSA recommends amortisation for mortgages with LTVs above 75%. 

 Minimum risk weight for mortgages of 15% introduced (May 2013). 

 Minimum risk weight for mortgages raised to 25% (September 2014). 

 Change in Riksbank collateral framework (October 2015): The minimum credit 

rating for acceptable collateral is raised and own-name covered bonds are no longer 

acceptable as collateral. In addition, the new rules, which were introduced stepwise in 

2016, stipulate that covered bonds as a share of the total collateral submitted by a given 

counterpart cannot exceed 60%. Moreover, they introduced a concentration limit, 

limiting the share of a counterparty’s collateral value that can consist of covered bonds 

from the same issuer. According to the Riksbank, it aimed the new rules at reducing the 

Riksbank’s credit risk and, therefore, strictly speaking they are not macro prudential 

measures. However, by targeting the covered bond market, the Riksbank might also 

affect mortgage funding rates, resulting in less household credit growth. 

 Amortisation requirement (June 2016): New mortgage loans should be amortised to 

an LTV of 50%. For mortgages with LTVs higher than 70%, 2% of the original loan 

amount should be repaid annually. Furthermore, mortgages with LTVs between 50% 

and 70% should be repaid at an annual rate of 1%. Exceptions apply, as mortgage 

companies may for a limited period waive the requirement for borrowers with special 

circumstances, e.g. unemployment or illness. 

 Tougher amortisation requirements for households with large debt (March 2018): 

Households with more than 4.5 times pre-tax income in debt must amortise one 

additional percentage point of their mortgage per year, in addition to existing 

requirements. 

Additional measures that have been proposed by the Riksbank and are being discussed 

include the following. 

 Greater incentive for banks to grant loans with long interest-rate fixation periods. 

 Increased risk weight floor on mortgages to, for example, 35%. 
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Danske Hypotek 

 

Company profile 

Danske Hypotek is part of the Danske Bank Group and is a wholly owned subsidiary of 

Danske Bank A/S. Danske Bank established Danske Hypotek to support the group’s growth 

strategy in Sweden, by enabling it to gain access to long-term stable funding from the 

Swedish covered bond market. The principal activity of Danske Hypotek is to acquire 

Swedish mortgages from Danske Bank A/S Swedish Branch funded by the issuance of 

covered bonds. The issuer received a licence to issue under the Swedish Covered Bonds 

Act in June 2017 and it issued its inaugural covered bond in August. 

Danske Bank is a Danish banking group, which provides a wide range of banking products 

and services to retail, corporate and institutional clients. In Sweden, Danske Bank conducts 

its lending operations through the Swedish branch. The history of Danske Bank’s 

operations in Sweden dates back to 1997, with the acquisition of Östgöta Enskilda Bank, 

through which Danske Bank became the first foreign bank to have a wide branch network 

in the country. Today, Danske Bank operates 30 local branches and eight regional finance 

centres, with some 1,400 employees in Sweden. It is the country’s fifth-largest bank, 

holding a market share of 5.7% of lending in Q1 18. 

At a group level, exposures in Sweden account for 13% of the Personal Banking loan book 

(DKK814bn at end-Q1 18) and 17% of the Business Banking loan book (DKK1,010bn at 

end-Q1 18). In terms of income distribution, Sweden accounted for just 10% of Personal 

Banking pre-tax income in Q1 18, while the corresponding figure for Business Banking 

was 24%. 

In order to diversify its business and increase its Nordic footprint, Danske Bank is looking 

to strengthen its position in both Norway and Sweden, primarily within the Personal 

Banking and Business Banking segments. This includes increasing the market share within 

Swedish mortgage lending, benefiting from the rise in margins, which are currently at 

historically high levels according to figures reported by the Swedish FSA. 

So far, Danske Bank’s has funded its mortgage lending in Sweden largely through covered 

bonds issued in euro out of the Danske Bank A/S I-pool. By establishing Danske Hypotek, 

the group is looking to gain access to local funding on comparable terms to Swedish peers. 

Danske Hypotek’s covered bonds carry an ‘AAA’ rating from S&P. The parent bank is 

rated ‘A1’ (stable), ‘A’ (positive) and ‘A’ (stable) by Moody’s, S&P and Fitch, 

respectively. 

Financial performance 

In 2017, Danske Bank Group posted pre-tax profits from core activities of DKK26.3bn, an 

increase of 3.7% since 2016. Total income amounted to DKK48.1bn, largely the same as 

in 2016. Net interest income was up by 6% and net fee income was up by 8%, while net 

trading income decreased 9% and other income decreased 49% (note, however, that the 

2016 figures benefited from the sale of domicile properties). Lending growth offset the 

competitive pressure on margins. Operating expenses decreased 2% despite increasing 

costs for regulatory compliance. The decrease was the result of cost efficiencies across 

market areas. 

 

Table 128. Ratings (M/S&P/F) 

Covered bond rating - / AAA / - 

Issuer rating* A1 / A (p) / A 
S&P unused notches 2 notches 

 

* Rating of Danske Bank A/S 

Source: Danske Hypotek 

 

Table 129.  Financial information 

(group) 

DKKm 2017 2016 2014 

Net interest income 23,430 22,028 34,607 

Fees & commissions 15,304 14,183 9,814 
Net trading income 7,823 8,607 9,720 

Loan impair. charges -873 -3 11,553 

Profit before tax 26,288 25,357 7,969 
Cost/income ratio 47.2% 47.2% 72.1% 

CET 1 capital ratio 17.6% 16.3% 15.1% 

Total capital ratio 22.6% 21.8% 19.3% 
 

Source: Danske Bank Annual Report 2017 

 

Table 130. More info 

Bond ticker DANBNK 
Website www.danskehypotek.se/en/ 

 

Source: Danske Bank 
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At the end of 2017, the total capital ratio was 22.6% (2016 21.8%) and the CET 1 capital 

ratio was 17.6% (2016 16.3%). Danske Bank has set two capital targets: a total capital ratio 

of around 19% and a CET1 capital ratio target range of 14-15%. Danske Bank has met 

these targets since the end of 2012. 

Business model and funding profile 

As a specialised mortgage credit institution, Danske Hypotek’s funding will consist mainly 

of covered bonds. Danske Hypotek will fund itself primarily in the Swedish Covered 

Benchmark market. The intention is to build a liquid Swedish benchmark curve. As of 

Q2 18, Danske Hypotek had issued three SEK covered bonds, worth a total of SEK38.9bn. 

The plan is for all benchmark bonds to be eligible for level 1B inclusion for LCR at 

issuance. 

Danske Hypotek intends to act like the established domestic issuers, meaning tap issuance 

when there is demand and bonds may be bought back when approaching maturity. IT has 

established market-maker agreements with major participants and covered bonds are 

included in the OMRX index. Furthermore, local funding may be supplemented by euro 

benchmarks raised through a separate EMTCN programme, though, according to the issuer, 

focus will initially be on building a SEK benchmark curve. 

Danske Hypotek plans to acquire residential mortgages, on both a continual basis as the 

Swedish branch originates new mortgage loans and through bulk acquisitions of Swedish 

mortgage loans from the group’s Swedish branch Personal Banking portfolio. The Personal 

Banking portfolio comprised eligible assets amounting to SEK93bn at the end of March 

2018, of which SEK33bn has already been transferred to Danske Hypotek. Danske Hypotek 

expects an additional SEK25bn transfer of assets to take place in Q2 18. 

In a subsequent phase, Danske Hypotek intends to acquire mortgages to owners of multi-

family properties. Danske Hypotek’s interim source of liquidity will be through a parent 

loan. 

Cover pool and asset quality 

As of June 2018, the cover pool totalled SEK56.0bn and comprised solely Swedish 

residential mortgages. The overcollateralisation stood at 44% and the weighted-average 

LTV was 56%. More than half the mortgages (60%) are single-family houses and the rest 

are tenant-owner rights. Geographically, the assets are concentrated in the Stockholm area 

(50%). The mortgage portfolio is almost split 50/50 between interest-only and amortising 

loans and the large majority (90%) are floating rate mortgages. 

 

Table 131. Cover pool asset 

availability 

 Phase 1 Phase 2 

Asset type 100% res. mtg. 

to private 

individuals 

100% res. mtg. 

to owners of 

multi-family 

housing 

Notional SEK92.7bn SEK23.9bn 

No. of 

loans 

88,675 1,563 

Avg. size SEK1.045m SEK15.3m 

Type 37% tenant 

owner rights, 
58% single fam. 

housing, 5% 

holiday homes 

23% coop. 

housing, 77% 
rental 

WA LTV 56.0% 60% 

Seasoning 3.7Y 1.4Y 

Fixed rate 17% 0% 

Geography 100% Sweden 100% Sweden 
 

Source: Danske Hypotek Investor Presentation, 

data as of end-February 2018 

 

 

Table 132. Cover pool info 

Total value of loans SEK56.0bn 

- Residential mtg. loans 100% 

OC 44% 
Avg. loan size (res. assets) SEK1,083,000 
WA LTV 56.2% 
Impaired loans 0.00% 

Fixed-rate mortgages 10% 

Interest-only mortgages 55.1% 

Geography Only Sweden 

- Stockholm 50% 

- West Sweden 4% 

- East Sweden 16% 

- South Sweden 7% 

- Gothenburg 13% 

Asset type  

- Single-family housing 60% 

-Tenant owner rights 40% 
 

Note: Data as of 30 June 2018 

Source: Danske Hypotek 
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LF Hypotek 

 

Company profile 

Länsförsäkringar Hypotek (LF Hypotek) is a wholly owned subsidiary of Länsförsäkringar 

Bank (LF Bank), which is in turn owned by Länsforsäkring AB (LF) and part of the 

Länsförsäkringar Alliance (LF Alliance). The latter comprises 23 local, independent and 

customer-owned regional insurance companies that jointly own LF with subsidiaries. Apart 

from LF Hypotek, LF Bank subsidiaries include Wasa Kredit (leasing operations) and 

Länsförsäkringar Fondförvaltning AB (mutual funds). 

LF Bank was established in 1996 to deliver banking products and services to customers of 

the independent mutual insurance companies, which have a customer base totalling some 

3.8m. LF Bank is a full-service retail bank, providing private individuals, farmers and small 

businesses in Sweden with residential mortgage lending, agricultural loans, mutual funds 

and other banking services. The percentage of bank customers with both banking and 

insurance with Länsförsäkringar was 92% at year-end 2017. 

LF Bank operates exclusively in Sweden. It ranks as the country’s fifth-largest bank, with a 

business volume of SEK520bn and market shares of 5% in retail deposits and 6% in 

household and retail mortgages. LF Bank distributes its product and services through the 

128 branches of LF Alliance, which are spread across the country. 

LF Bank’s loan book has seen strong growth in recent years (lending increased by 15% in 

2017), as the bank has benefited from LF Alliance’s large client base. Nonetheless, asset 

quality remains strong. LF Bank’s lending comprises mainly mortgages to private 

individuals. All loans are granted in Sweden in SEK and together they have a well-

diversified geographic distribution. At end-2017, the loan book amounted to SEK261bn. 

Retail mortgages for private individuals comprised 76% of this amount, followed by 

agricultural mortgages (10%). The loan portfolio also comprises 10% of leasing, hire 

purchase and unsecured loan products. Of the retail mortgages, 72% are collateralised by 

single-family homes, the average loan commitment is quite low at SEK1.2m and the 

weighted average LTV is 60%. 

LF Bank is rated ‘A1’ by Moody’s and ‘A’ by S&P, both with stable outlook. Covered 

bonds issued by LF Hypotek are triple ‘A’ rated by both rating agencies. 

Financial performance 

LF Bank’s operating profit grew by 9% to SEK1,599m (2016: SEK1,467m). Operating 

income rose 12% to SEK3,258m, due to increasing net interest income. The latter rose to 

SEK3,996m (2016: SEK3,464m), due to higher volumes and lower refinancing costs. Net 

commission income was negative at SEK-750m (2016: SEK-662m), reflecting increased 

remuneration to the regional insurance companies due to higher volumes and the 

strengthened profitability of the business. Net gains from financial items amounted to SEK-

49m (2016: SEK68m), due to changes in fair value. Loan losses rose to SEK58m (2016: 

SEK38m), corresponding to a loan loss level of 2bp (2016: 2bp). 

  

Table 133. Ratings (M/S&P/F) 

Covered bond rating: Aaa/AAA/- 

Issuer rating:* A1/A/- 
Moody’s C-score: 5.0% 

-  excl. syst. Risk 2.8% 

Moody’s TPI / Leeway: Probable-High / 4 

Moody’s CB anchor: Aa3(cr)+1 

S&P unused notches: 2 
 

* Rating for Länsförsäkringar Bank AB (parent) 

Source: Moody’s, Standard & Poor’s, Danske Bank  

 

Table 134. Financial info (LF Bank 

Group) 

SEKm 2017 2016 2014 2013 2012 2011 2010 

Net interest income 3,996 3,464 2,580 2,230 2,071 1,728 1,363 
Net commissions -750 -662 -319 -253 -385 -416 -155 

Net gain/losses -49 68 98 -86 5 10 10 

Operating income 3,258 2,904      

Profit before loan losses 1,567 1,505 925 773 647 434 1,368 

Loan losses net 58 38 10 126 91 48 60 

Operating profit 1,599 1,467 935 647 555 385 345 

Loan loss level 0.02% 0.02% 0.17% 0.23% 0.19% 0.17% 0.17% 

Impaired loan ratio 0.11% 0.11%      

Cost/income ratio 49% 48% 62% 63% 66% 71% 71% 

CET1 capital ratio* 24.3% 24.8% 16.2% 14.7% 13.7% 8.0% 8.2% 

Tier 1 capital ratio* 26.8% 27.5%      

Total capital ratio*  32.1% 33.4% 20.6% 19.1% 15.6% 9.3% 9.4% 

CET1 capital ratio** 23.3% 21.2%      

Tier 1 capital ratio** 24.8% 23.2%      

Total capital ratio** 28.1% 27.6%      
 

* Bank Group 

** Consolidated situation 

Source: LF Bank Annual Report 2017 

 

Table 135. More info 

Bond ticker LANSBK 
Website lansforsakringar.se 

Maturity structure* Hard bullet 
 

Source: Danske Bank  

Note: *EUR benchmark covered bonds 
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At end-2017, the consolidated CET1 ratio stood at 23.3%, while REA amounted to 

SEK64.4bn. The liquidity reserve stood at SEK48bn at end-2017 and is invested in 

securities eligible for repo transactions with the Riksbank (or the ECB, where applicable). 

Of the liquidity reserve, 58% comprises Swedish covered bonds, followed by Swedish 

government bonds (21%), other Swedish bonds with an ‘AAA/Aaa’ rating (8%), bonds 

issued or guaranteed by European governments and multi-national development banks 

(6%), 4% deposits with the Swedish National Debt Office and 3% Nordic ‘AAA/Aaa’ 

covered bonds. The group’s LCR stood at 202% at end-2017. 

Business model and funding profile 

LF Hypotek is a mortgage company whose sole business is to provide financing for LF 

Bank’s banking and retail mortgage operations through its covered bond programme. LF 

Hypotek is not guaranteed by any other entity of the LF Group, but we expect support to 

be offered should the need arise. LF Hypotek received a licence to issue Swedish covered 

bonds in March 2007. 

Being a retail bank with large mortgage lending operations, LF Bank’s main financing 

sources are deposits and covered bonds. As all lending is in SEK, the group has no structural 

need for financing in foreign currency. However, LF Bank has chosen to conduct a certain 

portion of its capital-market funding in international markets in an effort to diversify and 

broaden the investor base. Nonetheless, at end-2016, the Swedish krona market remained 

the most important source of financing (79%), followed by issues in EUR (17%). 

Furthermore, LF Bank also obtains funding in CHF (2%), NOK (1%), GBP (0.5%) and 

USD (0.5%). 

Cover pool and asset quality 

As of 30 June 2018, cover pool assets amounted to SEK211bn – SEK201bn in mortgage 

loans and SEK10bn in substitute collateral (100% Swedish ‘AAA/Aaa’ covered bonds). 

Apart from substitute assets, the cover pool consists only of Swedish residential mortgages 

(mainly single-family, owner-occupied homes). The cover pool has sound geographical 

diversification, thus reducing concentration risk in the large cities, and the average loan 

commitment is low (SEK541,000). The credit quality of the cover pool is strong, as 

reflected by Moody’s collateral score, 5% (2.8%, excluding systemic risk). The weighted-

average (indexed) LTV ratio is currently 58%. 

Since July 2016, Swedish issuers have been obliged to hold a mandatory over-

collateralisation of 2%. However, LF Hypotek has committed itself to an over-

collateralisation level of 10%. The current level is 33%. 

 

 

 

Table 136. Funding profile (LF Bank) 

Total financing sources SEK319bn 

Deposits 31% 
Covered bonds 48% 

Senior unsecured 11% 

Equity 5% 
Due to credit institutions 3% 

Subordinated debt 1% 

Commercial papers 0% 
 

Source: LF Bank Credit update Q1 18, Danske 

Bank  

 

 

 

Table 137. Cover pool information 

Cover pool SEK211bn 

- Residential mortgages SEK201bn 
- Substitute collateral SEK10bn 
Average loan size SEK541,000 
OC (committed) 33% (10%) 
WA indexed LTV 58% 
NPL None 
Fixed rate 27% 
Interest-only mortgages 50% 

Geography Only Sweden 
- West Sweden 24% 
- East Sweden 23% 
- Greater Stockholm 15% 
- North Sweden 15% 
- South Sweden 10% 
- Greater Gothenburg 9% 
- Greater Malmo 4% 

Asset type  
- Owner-occupied 
- Second home 

98% 
2% 

 

Source: LF Hypotek cover pool data, June 2018 
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Nordea Hypotek 

 

Company profile 

Nordea Hypotek is one of the largest mortgage lenders in Sweden. It grants long-term loans 

for the financing of Swedish households, municipalities, municipal housing companies and 

corporates. Loans are issued out of the parent bank’s (Nordea Bank AB) branch network. 

The Finnish insurance group Sampo plc is the largest shareholder of Nordea, with 25% of 

the shares. The Swedish state sold its remaining shares in September 2013. 

Nordea Bank AB (Nordea) is the leading bank in the Nordic region in terms of market value 

and total assets. The group has operated as Nordea since 2001 and targets a European cross-

border operating model. The group originated with the establishment of MeritaNordbanken 

in 1997, which combined Merita Bank of Finland and Nordbanken of Sweden, and was 

completed in 2000 through the merger with Unidanmark of Denmark and acquisition of 

Christiana Bank of Norway. In January 2017, Nordea’s subsidiary banks in Denmark, 

Finland and Norway were converted into branches of Nordea Bank AB. 

Nordea has a distinctive footprint in the Nordic area, with around 10 million private and 

700,000 corporate customers, holding leading positions in retail banking, corporate finance 

and savings management. Most of earnings come from the core markets in the Nordic region.  

Nordea operates through four main segments: Personal Banking (PB), Commercial & 

Business Banking (CBB), Wholesale Banking (WB) and Wealth Management (WM) and 

the additional Group Functions & Other (GFO). In 2017, WM contributed 29% of operating 

profit, followed by PB (28%), WB (19%), CBB (16%) and GFO (9%). 

Nordea has decided to re-domicile the parent company to Finland. The re-domiciliation is 

planned to be effective as of 1 October 2018. Nordea has stated that covered bond 

programmes will remain unaffected, in the sense that all covered bonds will continue to be 

issued from existing mortgage subsidiaries. 

Nordea’s credit portfolio totalled EUR288bn (excluding repos) as of end-March 2018 and 

is mostly focused on the Nordics (98%). The credit portfolio is split 54/46 between 

household and corporate lending. Within the corporate segment, industry concentration is 

relatively low. The largest exposure is towards real estate, which accounts for 15%. 

Moody’s notes that single-borrower concentration risks detracts from an otherwise healthy 

credit quality profile.  

Nordea is rated ‘Aa3’/’AA-’/’AA-’ by Moody’s/S&P/Fitch, respectively. Outlooks are 

stable, after S&P revised the negative outlook in May 2017. Nordea Hypotek covered bonds 

are rated ‘Aaa’/’AAA’ by Moody’s and S&P, respectively. 

Financial performance  

Operating profit decreased 14% in 2017, to EUR3,998m. Net interest income was lower by 

1.3%, reflecting a 2% decrease in lending volumes (in local currencies), somewhat offset 

by increased lending margins. Commission income increased 5% (local currencies), while 

the net result from items at fair value decreased 22% in local currencies, partly due to 

adjustments to CVA and FFVA. Loan losses decreased 26% to EUR369m in 2017, 

corresponding to a loan loss ratio of 12bp (2016: 15bp). Of the loan losses, EUR293m is 

related to corporate clients, mainly within the industries energy, industrial commercial 

services and retail trade. 

 

Table 138. Ratings (M/S&P/F) 

Covered bond rating: Aaa/AAA/- 

Issuer rating:* Aa3/AA-/AA- 
Moody’s C-score: 5.3% 

Moody’s TPI / Leeway Probable-High / 5 

Moody’s CB anchor Aa2 (cr) + 1 

S&P unused notches: 3 
 

* Rating of Nordea Bank AB. 

Source: Rating agencies, Danske Bank  

 
 

Table 139. Financial info (Nordea 

Group) 
 

 
 

  11.9% 
 

Source: Nordea Annual Report 2017 Source: Nordea Annual Report 2011 

 
 

Table 140. More info 

Bond ticker: NDASS 
Web site: www.nordea.com 

 

Source: Danske Bank  

 

EURm 2017  2016  

Net interest income 4,666 4,727    

Fees and commissions 3,369    3,238    

Net gain/losses 1,328    1,715    

Operating income 9,469    9,927    

Pre-provision profit 4,367    5,127    

Loan losses and provisions 369        502        

Operating profit 3,998    4,625    

Cost/income ratio 54.0% 50.0%

CET1 capital ratio 19.5% 18.4%

Tier 1 capital ratio 22.3% 20.7%

Total capital ratio 25.2% 24.7%
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The CET1 capital ratio was strengthened in 2017 through retained profits and continued 

focus on capital management, reaching 19.5% by end-2017 (2016: 18.4%). Nordea issued 

EUR750m Additional Tier 1 debt in November 2017. Nordea’s capital policy is to have a 

buffer of 50-150bp above the regulatory CET1 requirement, assessed to be 17.6% by year-

end 2017. Nordea’s liquidity buffer stood at EUR99bn by year-end, comprising central 

bank eligible high-grade liquid securities. 

Business model and funding profile 

Nordea has a broad and diversified funding structure due to a stable retail customer base 

and a variety of funding programmes. By end-March 2018, outstanding long- and short-

term funding amounted to EUR196bn, of which domestic covered bonds issued through 

Nordea Hypotek, Nordea Kredit and Nordea Eiendomskreditt accounted for 47%, while 

international covered bond issues amounted to 10%.  

For covered bonds, Nordea relies on four issuance platforms: (1) Nordea Eiendomskreditt, 

which issues covered bonds in NOK, GBP, USD and CHF under Norwegian law backed 

by Norwegian residential mortgages, (2) Nordea Kredit, which issues covered bonds in 

DKK and EUR under the Danish balance principle backed by Danish residential and 

commercial mortgages, (3) Nordea Mortgage Bank, which issues covered bonds in EUR 

under Finnish law, backed by Finnish residential collateral, and (4) Nordea Hypotek.  

Nordea Hypotek can issue Swedish benchmark covered bonds (bostadsobligationer) and 

has a EUR15bn EMTN programme for international funding (in any agreed currency). 

Issuance is pursuant to Swedish law. The cover pool is primarily composed of Swedish 

residential mortgages. Nordea Hypotek is mainly active in SEK, but private placements 

have also been made in NOK, USD and CHF. Nordea Hypotek has not issued EUR 

benchmark covered bonds since 2010.  

As a specialist bank, Nordea Hypotek relies heavily on covered bonds, which represents 

59% of the funding structure by end-2017 (57% raised under the domestic programme, 2% 

raised under Nordea’s EMTN programme). The remainder of the funding structure is 

composed of unsecured funding from the parent bank (37%) and Equity (4%). 

Cover pool and asset quality 

As of Q2 18, the cover pool totalled SEK523bn, consisting of mortgage loans secured by 

residential or commercial property located in Sweden, as well as loans to Swedish public 

sector entities (mainly municipalities). The pool currently contains no substitute assets. The 

cover pool is dominated by single-family, residential mortgages and tenant owner rights, 

while the share of loans secured by commercial property is well below the legislative limit 

of 10%. The cover pool also contains a small share of public loans.  

Nordea Hypotek’s cover pool has a current LTV of 50% and an OC of 67%. As per June 

2018, Swedish covered bond issuers are required to maintain a mandatory legal OC of 2%.  

Geographically, the cover pool is well diversified, spanning the entire country of Sweden, 

though with an overweight in urban areas. The mortgage types are 20% fixed rate and 75% 

amortising mortgages. 

Nordea Hypotek applies conservative underwriting criteria, which for private households 

includes checking the household budget ‘before-after’, with a buffer requirement and stress 

test, including behavioural analysis. Furthermore, an individual valuation of the pledged 

property is performed. For corporates and municipalities, a financial analysis, including 

verification of key ratios and rating according to Nordea’s in-house models, is conducted. 

The pledged property is valued individually, with yearly reassessments.  

 

Table 141. Funding profile (Group) 

Total funding base EUR188bn 

Domestic covered bonds 47% 
International covered bonds 11% 

International senior unsec. 20% 

Domestic senior unsec. 1% 
Senior non-preferred 1% 

Subordinated debt 5% 

Short-term funding 15% 
 

Source: Nordea Debt Investor Presentation June 

2018 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 142. Cover pool info 

 

 

Total Cover Assets SEK523bn

- Mortgages SEK513bn
- Public sector DKK10bn
OC (committed) 67% (2%)
Average loan size SEK 577,269
*WA LTV 50.4% (indexed)
NPL (>90 days) 0.00%
Fixed rate loans 20%
Interest-only loans 25%

Geography: 100% Sweden
- Greater Stockholm 38%
- West Sweden 16%
- East Sweden 14%
- Greater Gothenburg 13%

Asset type:

- Residential 97%
   - Owner-occupied 100%
- Commercial 3%

* Residential mortgages only
Source: Nordea Hypotek cover pool data

(as of 30 Jun 2018)
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SCBC (SBAB Bank) 

 

Company profile 

SBAB Bank (SBAB) is owned wholly by the Swedish government and was established in 

1985 with a mandate to improve competition in the residential mortgage market. For 

issuing covered bonds, SBAB created a wholly owned dedicated covered bond subsidiary 

SCBC (Swedish Covered Bond Corp.) in 2006. SCBC does not pursue lending activities 

but acquires loans primarily from SBAB. In addition to SBAB and SCBC, the SBAB Group 

also consists of Booli Search Technologies AB (Booli), which it acquired in January 2016. 

Booli develops products and services for the housing market. 

SBAB provides residential mortgages, loans and savings services to individuals, corporates 

and tenant-owner associations throughout Sweden. In addition, it provides its mortgage 

customers with third-party insurance services through its partners. SBAB is Sweden’s fifth-

largest mortgage institution and it has a current market share of around 8.5% in retail 

mortgages and 4% in retail deposits. SBAB does not have a branch network, relying instead 

on internet and telephone banking for distribution of its services. 

SBAB offers lending exclusively in Sweden and only in Swedish kronor. It consists of two 

main business areas, the Retail business area and the Corporate Clients & Tenant-Owners’ 

Association business area. The core product of the retail business area is residential 

mortgages, which SBAB offers to some 255,000 customers. The mortgage stock is 

concentrated around the Stockholm, Öresund and Gothenburg regions. Taken together, 

these regions account for 86% of SBAB’s residential mortgage stock. Total lending for 

retail mortgages amounted to SEK248bn at end-2017, while the volume of personal loans 

was SEK2bn. 

The Corporate Clients & Tenant-Owners’ Association business area focuses on multi-

family housing as well as SBAB’s limited activities within the corporate segment. Within 

this segment, SBAB’s core clients are major property owners, tenant-owners’ associations 

and construction companies in the growth regions near SBAB’s offices in Stockholm, 

Gothenburg and Malmö. At end-2017, SBAB’s total lending to tenant-owner associations 

amounted to SEK52bn, while lending to property companies amounted to SEK33bn. Taken 

together, SBAB’s lending within this business area amounts to SEK85bn, equivalent to 

around 25% of total lending (SEK335bn). 

While SCBC has no issuer rating, SBAB Bank is rated A1 (stable)/A (stable) by Moody’s 

and S&P, respectively. Moody’s lifted its rating by one notch in August 2017, reflecting 

improving profitability and diversification of funding sources with increasing retail 

deposits. Covered bonds issued by SCBC are triple-A rated by Moody’s. 

Financial performance 

In 2017, SBAB’s operating profit amounted to SEK2,228m (2016 SEK2,011m), 

attributable primarily to improved net interest income, which rose from SEK2,829m to 

SEK3,149m in 2017. The improvement was due to increased lending volumes and lower 

funding costs. Net commission income was SEK-5bn, due to higher expenses linked to 

funding operations. Loan losses declined to SEK-24bn (2016 SEK18m), corresponding to 

a positive loan loss ratio. 

 

Table 143. Ratings (M/S&P/F) 

Covered bond rating: Aaa/-/- 

Issuer rating: A1/A/- 
Moody’s C-score: 5.0% 

Moody’s TPI/Leeway: Probable-High/4 

Moody’s CB anchor: Aa3(cr) +1 
 

Source: Rating agencies, Danske Bank 

 
 

Table 144. Financial information 

(SBAB) 

SEKm 2017 2016 2014 2013 2012 2011 2010 2009 2009 

Net interest income 3,149 2,829 2,111 1,963 1,941 1,618 1,762 1,519 1,519 
Fees and commissions -5 7 -110 -109 -95 -90 -44 -46 -46 

Net gain/losses -12 48 620 39 -601 -349 -289 495 495 

Operating income 3,163 2,918        

Pre-provision income 2,204 2,029 1,613 1,078 520 472 1,429 1,974 1,974 

Loan losses and provisions -24 18 -30 -7 20 8 40 107 107 

Operating profit 2,228 2,011 1,644 1,085 500 464 785 1,289 1,289 

Cost/income ratio 30% 30% 41% 43% 58% 60% 45% 35% 35% 

Common equity tier 1* 32.2% 32.2% 29.8% 23.3% 6.9% 6.7% 6.4% 7.4% 7.4% 

Tier 1 capital ratio* 39.3% 40.1%        

Total capital ratio* 47.6% 51.6%        

Total capital ratio** 10.3% 11.7% 10.8% 10.5% 11.5% 10.7% 10.2% 9.2% 9.2% 
 

* Without transitional rules 

** With transitional regulations 

Source: SBAB Annual Report 2017 

 
 

Table 145. More information 

Bond ticker: SBAB 
Website: www.sbab.se 

Maturity structure* Hard and soft bullet 
(12M) 

 

* EUR benchmark covered bonds 

Source: Danske Bank 
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At end-2017, SBAB’s CET1 capital ratio stood at 32.2% (the same as in 2016). SBAB’s 

high CET1 ratio is a result of the low risk in its loan book due to residential first-lien 

mortgages and the use of the IRB model for calculation of risk-weighted assets. However, 

this is also reflected in the regulatory requirement, with 13.7pp being due to the 25% risk-

weight floor on Swedish residential mortgages. The internally assessed CET1 capital 

requirement was 25.8% at end-2017 and SBAB aims for a CET1 ratio at least 150bp above 

this level. Moody’s notes that being government owned, SBAB is not listed, which is a 

weakness, as it limits the bank’s ability to raise capital. 

SBAB’s liquidity portfolio amounted to SEK73bn at end-2017, comprising mainly 

investments in SEK, EUR and USD. Securities must have a triple-A rating on acquisition. 

Business model and funding profile 

SBAB Bank conducts its long-term funding operations partly through the senior unsecured 

market through its parent company and partly through the covered market via SCBC. SCBC 

itself does not issue loans but acts as a restricted issuance vehicle with SBAB Bank as 

single creditor. SBAB has agreed that all its claims rank below those from SCBC’s covered 

bondholders, thus isolating covered assets in case of insolvency. 

SCBC has three funding programmes: a Swedish covered bond programme with no fixed 

limit, a euro medium-term covered note programme limited to EUR16bn and an Australian 

covered bond issuance programme limited to AUD4bn. 

SBAB aims to raise SEK60-70bn of long-term funding in 2018. The overall funding 

strategy is to issue new SEK covered bond benchmarks(s) every year, one EUR covered 

and one EUR senior per year. In addition, SBAB conducts private placements in both SEK 

and international funding markets. 

SBAB has continued its deposit growth from previous years, thereby reducing its 

sensitivity to wholesale funding but the company remains heavily reliant on the capital 

markets, as market funds accounted for 72% of total funding at the end of Q2 18. 

Cover pool and asset quality 

As of June 2018, the cover pool was SEK286bn. Single-family houses dominate the cover 

pool (40%), followed by tenant owner rights (38%), tenant owner associations (14%), 

multi-family houses (7%) and a small proportion of public sector collateral (0%). 

Geographically, the underlying properties are predominantly located in the economic hubs 

(Stockholm, Gothenburg and Malmoe). 

The average indexed LTV ratio of the pool is 54.9%. The share of amortisation mortgages 

is 51%, while the share of fixed-rate loans is 36%. The credit quality is high, as none of the 

loans in the cover pool is in arrears (loans that are more than 30 days in arrears are normally 

repurchased by SBAB). 

 

Table 146. Funding profile (SBAB) 

Total funding portfolio SEK424bn 

Swedish covered bonds 31% 

Covered EMTCN programme 26% 

Snr unsec. EMTN programme 13% 
Subordinated debt 1% 

Commercial papers 1% 

Deposits 28% 
 

Source: SBAB Debt Investor Presentation Q2 

2018 

 

 

Table 147. Cover pool information 

Cover pool SEK286bn 

- Res. mortgages SEK281bn 
- Substitute assets SEK4bn 
- Public sector SEK1bn 
OC (legal) 21.4% (2%) 
Average loan size SEK735,000 

WA unindexed LTV 54.9% 
Impaired loans 0% 

Fixed-rate loans 36% 

Interest-only loans 49% 
Geography Only Sweden 

-Greater Stockholm 58% 

-Greater Gothenburg 8% 
-Greater Malmoe 7% 

-South Sweden 8% 

-West Sweden 8% 
-East Sweden 9% 

-North Sweden 2% 

Asset type  
-Single-family houses 41% 

-Tenant owner rights 38% 

-Tenant owner associations 13% 
-Multi-family 7% 

-Public sector 0% 
 

Source: SCBC cover pool data, June 2018 
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SEB 

 

Company profile 

Founded in 1856, Skandinaviska Enskilda Bank (SEB) is the third largest of the Swedish 

banks (after Nordea and Handelsbanken) measured by total assets. It offers a full range of 

retail, commercial, investment banking and insurance products. The bank has some four 

million private clients, 400,000 SME clients and 3,000 corporate and institutional clients. 

SEB holds a 12.7% market share in Sweden based on lending to Swedish households and 

a slightly higher market share of 16.8% in lending to Swedish corporate clients. SEB 

generates more than half its operating profit in Sweden (57%), followed by Denmark (8%) 

and Norway (8%). In addition, the group retains a strong position in offering capital market-

related services to large corporate and institutional clients and is a leading provider of life 

and unit-linked pension products in the Swedish market. 

Fundamentally, SEB is more of a commercial bank than any of its large Scandinavian peers, 

with large corporates and financial institutions accounting for 42% of its total 2017 

operating income. SEB is also the second largest Nordic asset manager. Its main 

shareholders include Investor AB (‘Aa3/AA-’), which holds a 20.8% equity stake (and is 

controlled by the Wallenberg family), and Alecta, with a 6.5% interest.  

In December 2017, SEB signed an agreement to sell all shares in SEB Pensionsforsikring 

A/S and SEB Administration A/S to Danica Pension (a subsidiary to Danske Bank) for total 

proceeds of DKK6.5bn. 

By end-June 2018, SEB’s total credit portfolio amounted to SEK2,205bn, with corporate 

lending accounting for 52%, followed by residential mortgages (33%), commercial real 

estate (9%), consumer finance (4%) and public sector (2%). SEB’s corporate segment 

focused mainly on large companies and financial institutions, which account for 81% of 

the segment exposure. Moody’s notes that SEB’s loan book has high borrower 

concentrations in the large corporate segment, but also recognises that these companies 

have diversified business models. Overall, SEB’s credit profile has become increasingly 

focused on its core markets in the Nordic countries in recent years, while its German and 

Baltic exposures have been scaled back. Simultaneously, the relative exposure towards 

large corporates and Swedish residential mortgages has increased. 

SEB is rated ‘Aa2’, ‘A+’ and ‘AA-’ by M/S&P/F, respectively (all with stable outlook). In 

April 2018, SEB was upgraded by Moody’s, reflecting Moody’s expectation of issuance of 

additional loss-absorbing debt in response to its MREL requirement.  

Financial performance 

In 2017, SEB’s operating profit amounted to SEK20,806m (2016: SEK20,296m). Net 

interest income amounted to SEK19,893m (2016: SEK18,738m), while net fee and 

commission income increased 7% to SEK17,725m. Net financial income decreased 3% to 

SEK6,880m. Net credit losses amounted to SEK808m (2016: SEK993m). Asset quality 

remained robust and the overall credit loss level was 5bp (2016: 7bp). As of year-end 2017, 

the common equity Tier 1 capital ratio was 19.4%, (2016: 18.8%). The estimated 

requirement by the Swedish FSA was 17.2% and the SEB’s targeted CET1 ratio is set 

150bp above this, i.e. 18.7%.  

 

Table 148.  Ratings (M/S&P/F) 

Covered bond rating: Aaa/-/- 

Issuer rating: Aa2/A+/AA- 
Moody’s C-score: 5.0% 

Moody’s TPI / Leeway: Probable-High / 5 
Moody’s CB anchor: Aa2(cr) + 1 

 

Source: Rating agencies, Danske Bank 

 
 

Table 149. Financial information                    

(SEB Group) 

SEKm 2017 2016 2014 2011 2010 2009 

Net interest income 19,893 18,738 19,943 16,901 15,930 18,046 
Fees and commissions 17,725 16,628 16,306 14,175 14,120 13,285 

Net gain/losses 6,880 7,056 2,921 3,548 3,148 4,488 

Profit before loan losses 23,672 21,439 24,793 14,173 12,984 16,377 

Net loan losses 808 993 1,324 -778 1,609 12,030 

Operating profit 20,806 20,296 23,348 14,953 11,389 4,351 

Cost/income ratio 48% 50% 49.9 0.39% 1.8% 2.4% 

Impaired loan ratio (gross) 0.39% 0.33% 0.10% 62% 65% 61% 

CET1 capital ratio 19.4% 18.8%     

Tier 1 capital ratio 21.6% 21.2%     

Total capital ratio 24.2% 24.8% 19.5% 
22.2% 

11.2% 
13.0% 

10.9% 
12.8% 

11.7% 

 

Source: SEB Annual Report 2017. 

 
 

Table 150. More information 

Bond ticker: SEB 
Web site: www.sebgroup.com 

Maturity structure* HB 
 

* EUR benchmark covered bonds 

Source: Danske Bank  
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Business model and funding profile 

SEB’s overall funding strategy is to utilise both the covered bond and senior unsecured 

bond markets for long maturities and commercial paper programmes for the shorter 

maturities.  

SEB’s funding base amounted to SEK2,083bn by June 2018. Corporate deposits is the 

primary source of funding, accounting for 38%. SEB is more reliant on corporate deposits 

than peers, reflecting its business model. Wholesale funding accounted for 38%, 

comprising short- and long-term programmes in multiple currencies and markets. Of total 

long-term wholesale funding (SEK584bn), mortgage covered bonds accounted for 55%. 

Senior and subordinated debt accounted for 39 and 6%, respectively. 

Covered bonds are mainly issued out of the parent bank (SEB AB) in the form of Swedish 

säkerställda obligationer but SEB’s German subsidiary (SEB AG) also issues covered 

bonds in the form of mortgage Pfandbriefe (SEB AG’s public Pfandbrief programme is in 

run-off mode). 

SEB issues directly off its balance sheet, contrary to its major domestic peers, which have 

all established specialised mortgage credit institutes. By implication, investors have full 

and dual recourse to the parent bank’s assets, as well as the secured exposure to the cover 

pool (among domestic peers, only Swedbank provides a general guarantee for its mortgage 

subsidiary). According to SEB, all eligible Swedish mortgages are booked directly in the 

cover pool at the time of origination, i.e. there is no cherry picking of mortgages from the 

balance sheet to the cover pool. 

Cover pool and asset quality 

By end-June 2018, the cover pool comprised assets worth a total of SEK530bn. The cover 

pool contains no substitute assets and consists entirely of Swedish residential mortgage 

loans, mainly single-family houses (58%). The weighted-average indexed LTV ratio is 

52% and no loans have an LTV above 75% (88% of the loan volume comprises loans with 

an LTV of up to 50% and below). As of June 2018, the total amount outstanding in covered 

bonds was SEK311bn, which means that the nominal OC is 71%. Loans in arrears (more 

than 60 days) in the cover pool totalled 0.01% of the cover pool. 

In terms of loan types, the cover pool is split between amortising (67%) and interest-only 

mortgages (33%). Most of the loans are 3M floating rate (70%), while the remainder 

comprises loans with a fixed rate (30%).  

Covered bonds issued by SEB enjoy a stable ‘Aaa’ rating from Moody’s. The collateral 

score assigned by Moody’s is 10.8%. 

 
 

 

Table 151. SEB funding (June 2018) 

Total funding base SEK2,083bn 

Corporate deposits 38% 

Long-term funding 26% 

Subordinated debt 2% 

Retail deposits 15% 

Financial institution deposits 4% 

Public entity deposits 2% 

Central bank deposits 3% 

CPs/CDs 10% 
 

Source: SEB Investor presentation June 2018 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

Table 152. Cover pool info 

Cover pool SEK530bn 

- Res. mortgage loans 100% 

OC (legal) 71% (2%) 
Average loan size  SEK738,000 
WA LTV (indexed) 52% 

NPL 0.01% 

Fixed rate-mortgages 30% 

Interest-only loans 33% 

Geography Only Sweden 

-Greater Stockholm 42% 

-Gothenburg region 16% 

-North Sweden 5% 

-South Sweden 10% 

-Malmoe region 8% 

-West Sweden 7% 

- East Sweden 12% 

Asset type  

-Single-family 58% 

-Multi-family 14% 

-Tenant owned 28% 
 

Source: SEB cover pool information, Q2 18         
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Stadshypotek AB 

 

Issuer profile 

Stadshypotek is a wholly owned subsidiary of Svenska Handelsbanken (Handelsbanken). 

Established in 1871, Handelsbanken is the second-largest Swedish bank after Nordea. 

Handelsbanken’s two largest shareholders are the bank’s own profit-sharing foundation, 

the Oktogonen Foundation, and Industrivärden (both with 10% of shares). 

Handelsbanken provides a full range of retail, commercial and investment banking 

services. While it has operations in more than 20 countries, Handelsbanken considers 

Sweden, the UK, Denmark, Finland, Norway and the Netherlands to be its home markets. 

In these countries, Handelsbanken operates nationwide networks totalling more than 800 

branches, organised into one or more regional banks. 

Handelsbanken is organised geographically and has a decentralised business model with 

national organisations in each home market. Handelsbanken operates in segments 

corresponding to its six home markets and a Capital Markets division. Handelsbanken’s 

Swedish operations (including Stadshypotek) generated 52% of 2017 total income, 

followed by the UK (13%) and Capital Markets (12%). At end-2017, total lending to the 

public amounted to SEK2,065bn, split 53/47 between household and corporate clients. 

Geographically, Sweden, Norway and the UK account for the bulk of Handelsbanken’s 

loan book exposure, following a rapid expansion in the UK in recent years. Within the 

household segment, Swedish retail lending accounts for 74%, followed by Norway (8%), 

the UK (6%), Denmark (6%), Finland (3%) and the Netherlands (2%). Within the corporate 

segment, Sweden accounts for 51%, followed by Norway (16%), the UK (15%), Finland 

(9%), Denmark (4%) and the Netherlands (2%). 

Handelsbanken has a conservative risk profile and the loan loss ratio was 8bp in 2017. 

Moody’s notes some concentration within the property management sector, which accounts 

for 27% of gross loans. However, according to Handelsbanken, a large part of property 

lending consists of property mortgages with low LTVs and a large proportion is to 

government- or municipality-owned property companies. 

Handelsbanken is rated Aa2, AA- and AA by Moody’s, S&P and Fitch, respectively, with 

a stable outlook from the three rating agencies. Notably, S&P changed its outlook from 

‘negative’ to ‘stable’ in March 2017, citing capital improvements offsetting economic risks. 

Fitch upgraded Handelsbanken one notch to AA in May 2016. According to 

Handelsbanken, the combined rating of Fitch, Moody’s and S&P is the highest globally. 

Financial performance 

Over the course of 2017, Handelsbanken improved its operating profit by 2% to 

SEK21,025m (2016: SEK20,633m). Net interest income rose 7% to SEK29,766m, its 

highest ever, driven by growing lending volumes, while falling lending margins in branch 

operations had a negative impact. Net fee and commission income increased 6% to 

SEK9,718m, mainly as a result of higher fund management and asset management 

commissions.  

 

Table 153. Ratings (M/S&P/F) 

Covered bond rating Aaa/-/- 

Issuer rating Aa2/AA-/AA 
Moody’s C-score 

(SE/FI/NO pool) 

5.1%/5.2%/7.2% 

Moody’s TPI/leeway (all) Probable-High/6 

Moody’s CB anchor (all) Aa1(cr) + 1 
 

Source: Rating agencies, Danske Bank  

 
 

Table 154. Financial information 

(Handelsbanken) 

SEKm 2017 2016 2014 2013 2012 2011 2010 

Net interest income 29,766 27,943 27,244 26,669 26,081 23,613 21,337 
Fees and commissions 9,718 9,156 8,556 7,804 7,369 7,673 8,022 

Net gain/losses 1,271 3,066 1,777 1,357 1,120 1,016 1,377 

Pre-provision income 22,694 22,325 20,987 19,266 18,362 17,345 16,278 

Loan losses  1,683 1,724 1,781 1,195 1,251 816 1,507 

Operating profit 21,025 20,633 19,212 18,088 17,108 16,536 14,770 

Loan loss ratio 0.08% 0.09% 0.07% 1.31% 14,038 12,323  

Cost/income ratio 45.5% 45.2% 45.2% 0.08% 0.18% 0.16% 0.23% 

CET 1 22.7% 25.1% 20.4% 47% 48% 47% 48% 

Total capital ratio 28.3% 31.4% 25.6% 21.0% 17.9% 15.6% 13.8% 
 

Source: Handelsbanken annual report 2017 

 
 

Table 155. More information 

Bond ticker SHBASS 
Website handelsbanken.se 

Maturity structure Hard and soft bullets 
(12m) 

 

* EUR benchmark covered bonds 

Source: Danske Bank  
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Net gains on financial transactions declined to SEK1,271m, reflecting that the period of 

comparison included capital gains of SEK1,685m from the sale of shares. Loan losses 

decreased slightly to SEK1,683m (8bp as a share of total lending). At end-2017, 

Handelsbanken’s CET1 ratio stood at 22.7%, having decreased 2.4pp over the year. This 

compares with a regulatory minimum of 20.2% applicable at the time. 

Business model and funding profile 

The most important sources of funding are deposits from households and companies as well 

as covered and senior bonds. The short-term funding comprises mainly deposits from 

financial companies and institutions as well as issues of certificates and CDs. 

Long-term funding, accounting for some SEK942bn at end-2017, consisted mainly of 

covered bonds issued through Stadshypotek (64%), followed by senior bonds and 

extendible notes (25%), subordinated debt (3%) and other (8%). Of the covered bonds 

issued by Stadshypotek, most are domestic SEK benchmarks (around 70%), while 

benchmark covered bonds issued in other currencies constitute around one-quarter of the 

total amount. Stadshypotek has issued bonds in EUR, GBP and CHF under the EMTCN 

programme, in USD under the US Medium-Term Covered Bond Programme and in AUD 

under the AMTCN programme, all of which were converted into SEK using cross-currency 

interest rate swaps. 

Handelsbanken had a liquidity reserve of SEK444bn at end-2017. Balances with central 

banks and banks totalled SEK267bn, with the remainder consisting primarily of 

government-issued securities (SEK122bn) and covered bonds (SEK41bn). Furthermore, 

Handelsbanken has a considerable unutilised issue amount of covered bonds at 

Stadshypotek. 

In 2011, Stadshypotek added a second cover pool to its covered bond business comprising 

solely Norwegian assets and so far used solely to issue NOK-denominated covered bonds. 

Furthermore, in 2016, Stadshypotek added a Finnish cover pool, which is used to issue 

EUR covered bonds in benchmark format. 

Cover pool and asset quality 

As of Q2 18, the Swedish cover pool amounted to SEK616bn, out of which SEK5bn is cash 

held in a locked account. The mortgage pool consists mainly of residential mortgages 

(98%) but also holds some public sector loans (1%). All loans are issued by 

Handelsbanken’s branch network. By type of property, single-family houses account for 

70% of total loan collateral, followed by tenant-owner rights and associations at 22% and 

5%, respectively. The weighted-average LTV ratio of the loan pool is 53% and the cover 

pool has a fairly even mix between fixed- and floating-rate loans, at 51% fixed-rate loans 

(i.e. loans with a reset period of a minimum of one year). Geographically, the pool is 

distributed throughout Sweden, albeit with a concentration in urban areas. 

The Finnish cover pool amounted to EUR1.8bn as of Q2 18. It comprises 100% Finnish 

residential assets and 9% public assets. The cover pool includes loans originated by 

Handelsbanken’s branch network. Loans are distributed throughout Finland, albeit with a 

concentration in urban areas. 

The Norwegian cover pool stood at NOK26bn at Q2 18. The cover pool comprises solely 

Norwegian residential mortgage loans. 

 

 

Table 156. Liability structure 

(Handelsbanken) 

Total balance SEK2.767bn 

Retail deposits 34% 

Interbank 6% 

Debt securities 46% 

Subordinated debt 1% 

Equity 5% 

Other 7% 
 

Source: Handelsbanken annual report 2017 

 

Table 157. Cover pool information 

Sweden pool  

Cover pool SEK616bn 
- Res. mtg. loans SEK604bn (98%) 
- Public loans SEK7bn (1%) 
- Substitute assets SEK5bn (1%) 
Over-collateralisation (legal) 10% (2%) 
Average loan size SEK640,000 
WA LTV (res. loans) 53% 

NPLs None 

Fixed-rate loans  51% 

Interest-only loans  33% 

Geography (res. loans) 100% Sweden 

- Greater Stockholm 41% 

- East Sweden 15% 

- West Sweden 12% 

- Greater Gothenburg 9% 

- North Sweden 10% 

- South Sweden 8% 

- Greater Malmoe 5% 

Asset type (res. loans)  

- Single-family home 70% 

- Tenant owner rights 22% 

- Tenant owner associations 5% 

- Multi-family housing 1% 

Finland pool  

Cover pool EUR1.8bn 

- Res. mtg. loans EUR1.6bn (91%) 

- Public loans EUR0.2bn (9%) 

Over-collateralisation (legal) 12% (2%) 

Average loan size EUR91,000 

WA LTV (res. loans) 49% 

NPLs None 

Fixed-rate loans 0% 

Interest-only loans 3% 

Geography 100% Finland 

Norway pool  

Cover pool NOK26bn 

- Res. mtg. loans NOK26bn (100%) 

Over-collateralisation (legal) 10% (2%) 

Average loan size NOK3,650,000 

WA LTV 55% 

NPLs None 

Fixed-rate loans 0.2% 

Interest-only loans 34% 

Geography 100% Norway 
 

Note: Data as at Q2 18 

Source: Stadshypotek, Danske Bank  
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Swedbank Hypotek 

 

Company profile 

Swedbank Hypotek (also known as Swedbank Mortgage) is a wholly owned subsidiary of 

Swedbank. Originating in 1893, Swedbank Hypotek is the oldest and largest mortgage 

institution in Sweden, financing more than a third of all houses in the country. Swedbank 

Hypotek is a specialist bank, granting loans secured by collateral in residential properties 

to municipalities or other lenders with local government guarantees and to agricultural and 

forestry businesses under the name Jordbrukskredit. 

Swedbank is a Swedish retail and commercial bank with a client base of some 600,000 

corporate customers and 7m private clients. Swedbank is one of Sweden’s largest banking 

groups in terms of assets and the largest domestic retail bank, holding a market share of 

23% within retail lending. Furthermore, Swedbank also considers the Baltic countries as 

home markets, reflecting its leading market positions in these countries. For example, 

within private lending, Swedbank holds market shares in Latvia of 31%, followed by 

Lithuania (34%) and Estonia (46%). Swedbank is also a major corporate lender in Sweden, 

with a market share of 18%. Furthermore, the bank has a strong position in property 

management, the service sector and retail, as well as in forestry and agriculture. 

Swedbank operates through four main segments (respective shares of 2017 operating profit 

in brackets): Swedish Banking (64%), Large Corporates and Institutions (14%), Baltic 

Banking (20%) and Group Functions and Other (3%).  

The majority of Swedbank’s SEK1.6trn loan book is accounted for mainly by lending in 

Sweden (85%) and the Baltic countries (11%), as well as some exposure towards the other 

Nordic economies (3%). In terms of lending segments, Swedish retail lending accounts for 

59% of the total loan book, of which 85% are mortgages. Property management accounts 

for 15% of the total loan book. 

Swedbank is rated ‘Aa2’ (stable)/‘AA-’ (stable)/‘AA-’ (stable) by Moody’s, S&P and 

Fitch. Note, that the board of Swedbank has decided to remove the guarantee for debt 

instruments issued by Swedbank Mortgage for debt instruments issued after 8 November 

2017. Swedbank Mortgage is rated similar to Swedbank, although the former does not have 

a Fitch rating. 

Financial performance 

Swedbank’s results for 2017 amounted to SEK19.4bn (2016: SEK19.6bn). The profit 

decrease was mainly driven by the 2016 result being affected by a gain of SEK2.1bn from 

the sale of Visa Europe. Net interest income rose 8% to SEK24.6bn, due to higher lending 

volumes and margins on Swedish mortgages. Net commissions income increased 6% as a 

result of increased asset management income due to a bullish stock market. Credit 

impairments amounted to SEK1.3bn (2016: SEK1.4bn), with the decrease relating to lower 

provisions for oil-related commitments. 

Swedbank’s capital position remained strong. Swedbank’s CET1 ratio stood at 24.6% 

(2016: 25.0%), well above the required level of 21.9%.  

 

Table 158. Swedbank mortgage 

ratings (M/S&P/F) 

Covered bond ratings Aaa/AAA/- 

Issuer rating Aa2/AA- /AA- 

Moody’s C score 5.0% 

Moody’s TPI (leeway) Probable-High (5) 

Moody’s CB anchor Aa2(cr)+1 

S&P unused notches: 4 
 

Source: Rating agencies, Danske Bank  

 
 

Table 159. Financial information 

(group) 

SEKm 2017 2016 2014 2013 2011 2010 2009 

Net interest income 24,595 22,850 22,642 22,029 19,014 16,329 20,765 
Fees and commission 12,030 11,333 11,204 10,132 9,597 9,525 7,825 

Net gains/losses  1,934 2,231 1,986 1,484 1,584 2,400 2,770 

Pre-provision income 26,023 25,194 21,702 20,290 15,646 13,402 15,629 

Loan losses and provision 1,481 1,433 676 935 -1,911 2,810 24,641 

Operating profit 24,542 23,761 21,026 19,355 15,423 9,955 -9,461 

Net profit 19,364 19,552 16,447     

Cost/income ratio 0.39 0.38 0.45 1.34% 1.87% 2.53% 2.85% 

Credit impairment ratio 0.08% 0.09% 0.03%     

Gross share of imp. loans 0.55% 0.52% 0.41% 0.13% 54% 57% 51% 

Net share of imp. loans 0.46% 0.41%      

CET1 capital ratio 24.6% 25.0% 22.4% 19.6% 15.7% 13.9% 12.0% 

Tier 1 capital ratio 27.3% 28.7%      

Total capital ratio 30.7% 31.8% 25.5% 20.1%    

Leverage ratio 5.2% 5.4%      

Liquidity coverage ratio 173% 156% 120  17.2% 15.2% 13.5% 

Net stable funding ratio 110% 108% 98     
 

Source: Swedbank’s year-end report 2017, 

Danske Bank  

 
 

Table 160. More information 

Bond ticker SWEDA 
Website www.swedbank.com 

Maturity structure* Hard bullets 
 

* EUR benchmark covered bonds 

Source: Danske Bank  

 

http://www.swedbank.se/
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Business model and funding profile  

As a specialist bank, Swedbank Hypotek relies heavily on covered bonds for funding. For 

this, Swedbank Hypotek has four main programmes: (1) a domestic bond programme, (2) 

an EMTN programme, (3) a Swedish MTN programme and (4) a US covered bond 

programme (under rule 144a of the US Securities Act). Benchmark bonds are issued in 

SEK, EUR and USD, but Swedbank Hypotek also does private placements in a variety of 

currencies. As of Q2 18, total outstanding covered bonds amounted to SEK534bn, 

distributed as 71% in SEK, 23% in EUR, 2% in USD and 4% in other currencies. 

Swedbank is a retail-oriented bank with a substantial domestic branch network providing 

access to a relatively stable source of retail deposits. Of the total liability structure, deposits 

account for 37%. For the first half of 2018, Swedbank’s long-term debt issuance amounted 

to SEK83bn. Swedbank’s issue plans are based on future long-term funding maturities. 

Maturities for the full-year 2018 amount nominally to SEK111bn. 

As an extra capital buffer, Swedbank has a liquidity reserve, amounting to SEK626bn at 

end-June 2018. The liquidity reserve consists mainly of cash and holdings in central banks 

(SEK435bn), securities issued or guaranteed by sovereigns, central banks or multilateral 

development banks (SEK130bn) and covered bonds excluding own issues (SEK48bn). The 

rating requirement is ‘AA-’ and 95% of the securities were triple ‘A’ rated as of Q1 18. 

Cover pool and asset quality 

As of June 2018, the cover pool totalled SEK955bn and comprised solely Swedish assets. 

Swedbank Hypotek focuses mainly on residential lending, which accounts for 92% of the 

portfolio. According to Swedish covered-bond legislation, a maximum of 10% of 

commercial assets is allowed in the cover pool. Currently, some 7% of the cover pool 

consists of commercial loans (including forestry and agriculture). There are no 

supplemental assets in the cover pool. Geographically, the pool is split more or less 50/50 

between southern and central Sweden. The pool has a weighted-average seasoning of 66 

months, which is quite high. Loans that are more than 60 days past their due date are not 

eligible for the cover pool. 

Regarding overcollateralisation (OC), Swedbank Hypotek reports a current level of 79%, 

which is comfortably above the 2% legal requirement. The OC level has been steadily 

increasing in recent years. We understand this to be due to the steady inflow of deposits, 

which has reduced covered bond funding needs. 

The covered bond programme has an ‘Aaa’ rating from Moody’s and is on stable outlook 

due to the parent’s senior unsecured rating being on stable outlook. Furthermore, the 

programme is also rated ‘AAA’ (stable) by S&P. 

 

 

 

  

 

Table 161. Simplified liability 

structure 

Total balance SEK2,213bn 

Debt securities 39% 
- covered bonds 23% 

Deposits 37% 
Interbank 3% 
Equity 6% 
Other 15% 

 

Source: Swedbank year-end report 2017, Danske 

Bank  

 

 

 

Table 162. Cover pool information 

Cover pool SEK955bn 

Avg. loan size SEK583,000 

OC (legal) 79% (2%) 

WA LTV 51% 

Seasoning 66 months 

NPL (>90d) None 

Geography Sweden only 

-South 50% 

-Middle (incl. Stockholm) 44% 

-North 7% 

Interest only loans 31% 

Fixed rate loans  30% 

Asset type   

-Residential 92% 

-Public 1% 

-Commercial 1% 

-Forest & agriculture 6% 

Of residential loans:  

-Single-family housing 62% 

-Tenant owner rights 23% 

-Tenant owner associations 5% 

-Multi-family 10% 
 

Data as of 30 June 2018 

Source: Swedbank Hypotek, Danske Bank  
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