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A German-heavy wave of euro cov-
ered bond supply continued this 
week as nine benchmarks hit the 
market, with deals from across juris-
dictions finding demand even at low 
yields and longer tenors, but syndi-
cate officials expect activity to slow 
next week as summer kicks in.

Last week’s reopening of the FIG 
market saw seven euro covered bonds 
comfortably absorbed and two senior 
unsecured deals follow on the back of 
a positive outcome from Greek negoti-
ations. With the floodgates remaining 
open this week, covered bond supply 
peaked on Thursday, with four issuers 
successfully tapping the market.

This took euro benchmark covered 
bond supply for the month to Eu-
12.75bn, making it the second heaviest 
July in the history of the market, after 
July 2009, when Eu18.5bn was printed 
following the launch of the European 
Central Bank’s first covered bond pur-
chase programme.

Yesterday WL Bank and Deutsche 
Pfandbriefbank sold Eu500m no-grow 
issues — the first a seven year issue at 
16bp through mid-swaps on the back of 
Eu1.6bn of orders, and the latter a five 
year priced at minus 14bp. The UK’s 
Nationwide Building Society was able 
to sell a Eu1bn five year issue at 7bp 
over mid-swaps and Bankinter priced 
a Eu1bn seven year at 23bp, with order 
books at Eu2.2bn at the last update.

“We don’t see four deals come to-
gether on one day very often,” said a 
syndicate official away from the supply. 
“All the deals were perfect. Each had 
a decent level of oversubscription and 
obviously investors are still available.”

In particular, syndicate officials not-
ed that the issues from WL Bank and 
Bankinter showed demand for longer 
dated paper to be growing.

AIB Mortgage Bank had on Monday 
led the way with a Eu750m five year 
issue, which also reopened the market 
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Euro covered bond wave 
takes July near record high

Latest Nordic FI benchmarks

Senior unsecured (z spreads mid)
NDASS FRN 06/20 35bp
SBAB FRN 06/18 32bp
DANBNK 0.750% 05/20 40bp

Covered bonds (asw spreads mid)
SBAB 0.750% 06/22 2bp
SEB 0.750% 06/22 1bp
SVEGNO 0.250% 04/22 -1bp

 Source: CACIB trading 23/7/15
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Icelandic banks gain 
investment grade 
ratings from S&P
Standard & Poor’s upgraded Ice-
land’s main banks into investment 
grade territory on Tuesday, saying 
it expectations operating conditions 
for Icelandic banks to improve on 
the back of measures proposed by 
the government to enable the even-
tual lifting of the country’s capital 
controls.

Iceland’s government on 8 June an-
nounced plans to finally unwind cap-
ital controls imposed during the finan-
cial crisis of 2008, outlining proposals 
to unfreeze Ikr1,200bn (Eu8.12bn) of 
assets, with withdrawals subject to a 
39% tax to prevent a destabilising cap-
ital flight.

Stating that it now expects improv-
ing operating conditions for Iceland’s 
commercial banks, with lower credit 
losses, greater stability and a limited 
future impact on banks’ credit profiles 
from Iceland’s financial crisis, S&P 
upgraded Arion Bank, Íslandsbanki 
and Landsbankinn by one notch, from 
BB+ to BBB-.

Arion’s and Íslandsbanki’s ratings 
are on stable outlook, while Lands-
bankinn was maintained on positive 
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Danske beats consensus as NII 
holds up, Handelsbanken record (continued from page 1)

outlook, given the potential for a fur-
ther upgrade if the bank retains a rel-
ative capital advantage, as it is not 
initially expected to pay extraordinary 
dividends to its majority owner, the 
Icelandic government, S&P said.

“In our view, the proposals of the 
failed banks’ winding-up estates and 
the government, presented in June, 
would likely address the country’s 
sizable balance of payments overhang 
without materially hampering the val-
ue of the Icelandic krona or the coun-
try’s financial stability,” the rating 
agency said.

“If the current proposals are imple-
mented, which is our base case, we 
believe this would reduce external 
risks associated with the lifting of 
capital controls, which in our view is 
positive for banks, households, and 
companies.”

In addition, S&P said parts of the 
proposals will have a direct positive 
impact on the banks, including meas-
ures to replace winding-up estates’ 
deposit funding with longer term fund-
ing, and agreements to refinance exist-
ing capital instruments.

However, the rating agency said the 
upside to the banks’ ratings is con-
strained based on funding and liquid-
ity, because of their limited access to 
wholesale markets and international 
financing, and uncertainty on poten-
tial deposit outflows associated with 
the eventual removal of capital con-
trols, despite their strong liquidity po-
sitions and relatively strong funding 
metrics.

S&P noted that the bank upgrades 
followed its reassignment of Iceland 
from group 7 to group 6 under its 
banking industry country risk method-
ology (on a scale of 1 to 10, with group 
1 indicating the lowest risk banking 
systems).

Also a consideration, S&P said, is 
its recent upgrade of the Icelandic sov-
ereign, which it described as a sign of 
improvement and normalisation in the 
banking sector. On 17 July, S&P raised 
its long term foreign and local curren-
cy sovereign credit rating of Iceland 
from BBB- to BBB, citing the govern-
ment’s “credible” proposals. n

Icelandics upped

Danske Bank announced second 
quarter pre-tax profits 17% ahead of 
consensus expectations on Wednes-
day, with commissions, costs and 
loan loss provisioning driving the re-
sults while net interest income (NII) 
held up.

NII came in at Dkr5.5bn (Eu740m) 
versus Dkr5.7bn in the same period of 
2014, but up 3% on the previous quar-
ter and in line with expectations.

“This is good news in the difficult in-
terest rate environment in Denmark,” 
said an equity analyst, “showing good 
resilience to the -75bp interest rates. 
Danske Bank has to a large degree 
been able to compensate for the neg-
ative interest rates in Denmark and 
Sweden (-25bp) by better funding and 
rising lending margins.”

The Danish lender’s pre-tax profit 
came in at Dkr5.8bn, versus Dkr5bn a 
year previously, and the bank raise its 
full-year net profit guidance from Dkr-
14bn-plus to Dkr16bn-plus.

“In the first half of 2015, we ben-
efited from our diversified business 
model and posted a satisfactory re-
sult despite the adverse effect of 
negative interest rates,” said Danske 

CEO Thomas F Borgen. “The result 
is driven by high customer activity, 
improved macroeconomic conditions 
and lower impairments.”

Commission generation of Dkr3.1bn 
was 7% ahead of expectations and up 
17% year-on-year, while costs were 5% 
lower and better than expected. Loan 
loss provisions in Q2 were Dkr0.2bn, 
equivalent to 3bp, versus 14bp a year 
previously.

Svenska Handelsbanken announced 
results on Tuesday after its leading 
Swedish peers reported last week. 
Handelsbanken’s pre-tax profit was 
Skr5.3bn (Eu570m), 1% ahead of con-
sensus expectations and up on Skr5.1bn 
in the second quarter of 2014.

The bank highlighted that it achieved 
the highest quarterly operating profit in 
the its 143 year history

Driving the upside surprise was net 
interest income coming in 1% ahead of 
expectations and 5% year-on-year at 
Skr7bn, according to an equity analyst, 
while commission generation was also 
1% above expectations and up 10% 
y-o-y, at Skr2.4bn, and net items also 
contributed, coming in 15% above ex-
pectations at Skr0.5bn. n
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for non-core issuers as the first periph-
eral euro benchmark since 29 May. 
Two further issuers from the periphery 
followed on Tuesday, finding further 
depth of demand for non-core paper: 
Banco Popular Español gathered Eu-
2.3bn of orders for a Eu1.25bn long 
five year at 37bp over mid-swaps, and 
Banca Popolare dell’Emilia Romagna 
sold a twice oversubscribed Eu750m 
five year 

But of the week’s nine deals, four 
came from Germany. Berlin Hyp on 
Tuesday sold a Eu500m no-grow three 
year Pfandbrief at minus 10bp, attract-
ing over Eu1.5bn of orders despite 
low prevailing yields, with the issue 
offering a coupon of 0.05%. Further-
more, half of the deal was allocated to 
accounts outside Germany, the biggest 
international distribution the issuer has 
had for a benchmark Pfandbrief.

“We are delighted that, following the 
issue of our Green Pfandbrief in April, 
we were once again able to generate 
strong demand,” said Sven Schukat, 
head of treasury at Berlin Hyp. “The 
50% share of foreign investors signi-
fies a new top rate.

“Even in the current climate of sus-
tained low interest rates, many inves-
tors are enthusiastic about our bonds. 
This shows the importance of intensive 
customer relations care precisely in 
such market phases.”

Landesbank Hessen-Thüringen fol-
lowed Berlin Hyp in venturing away 
from the five year sweet spot, printing 
a Eu1bn four year Pfandbrief at minus 
15bp that offered a 0.125% coupon, 

with the books closing at over Eu1.5bn.
“These deals show that German 

Pfandbriefe are working well in that 
part of the curve,” said a syndicate of-
ficial. “It is an interesting opportunity.”

Viet Le, financial institutions and 
covered bonds syndicate manager at 
Crédit Agricole CIB, said that the busy 
week was an encouraging sign.

“It is good to see that accounts are 
ready to engage again in the primary 
market and that deals are offering good 
entry levels for them” he said. “New 
issue concession remains elevated, but 
If you put this in the context of the 
market being completely shut for quite 
a few weeks, it’s very encouraging to 
see supply picking up and issuers com-
ing forward at current spreads.”

Further deals from both core and pe-
ripheral jurisdictions in the senior and 
subordinated markets were also suc-
cessful, Le said.

“Things went well overall,” he said. 
“In both markets, the approach was to 
come to the market with attractive new 
issue concessions, and the response 
from investors was positive and particu-
larly encouraging for further supply.”

Le said new deals in senior offered 
new issue premiums of 20bp-25bp, 
with estimates of around 30bp-35bp in 
the subordinated market.

“The market is still recovering from 
Greece, so premiums are elevated, but 
issuers can proceed and get deals done 
if they are willing to”

However, despite the positive recep-
tion afforded this week’s new issues, 
syndicate officials forecast activity 
will now slow as summer kicks in.

“For now, the to-do list should be 
finished,” said one of the covered bond 
market. “All the issuers that were on 
my radar screen have successfully 
done their deals. One or another may 
arrive as a late-comer, but the big wave 
is done.”

Le meanwhile said the market back-
drop should stable into next week, as 
headline risk diminishes and with few 
economic data points approaching, 
adding that while activity will likely 
slow down soon, issuers still have a 
window to tap the market.

“We are now entering the last week 
of July, which means the summer will 
kick in as usual and liquidity is expect-
ed to dry up,” he said. “But there are 
still a few issuers looking at transac-
tions across the capital structure and 
they will be targeting next week if 
anything, so we should see a couple 
more.” n

Market open to all, but summer lull anticipated

Why not visit us online at 
Nordic-FI.com

every week for the latest on Nordic 
financial institutions and covered bonds? 

(continued from page 1)
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ISIN Coupon Maturity Mid Spd
AKTIA (*AKTIA REMB)

XS0946639381* 1.125 25/06/2018 -9
XS1056447797 1.000 15/04/2019 -8
XS1210338015 0.250 31/03/2022 -6

BRF
XS0882166282 2.500 31/01/2018 47

CBSBKF
XS1227609879 1.000 06/05/2020 68

DANBNK
XS1113212721 0.375 26/08/2019 -2
XS0469000144 4.125 26/11/2019 -3
XS1197037515 0.250 06/04/2020 0
XS1071388117 1.250 11/06/2021 0
XS0519458755 3.750 23/06/2022 1
XS1139303736 3mE+35 19/11/2018 32
XS1241229704 0.750 04/05/2020 40

Danske Bank Finland (SAMBNK)
XS0834714254 1.625 27/09/2019 -7
XS0640463062 3.875 21/06/2021 -5

DNBNO
XS0877571884 1.000 22/01/2018 -5
XS0992304369 1.125 12/11/2018 -2
XS0794233865 1.875 18/06/2019 -4
XS1117515871 0.375 07/10/2019 -2
XS1137512742 3mE+10bp 17/11/2021 13
XS0637846725 3.875 16/06/2021 0
XS0759310930 2.750 21/03/2022 3
XS0856976682 1.875 21/11/2022 2
XS0522030310 3.875 29/06/2020 37
XS0595092098 4.375 24/02/2021 55
XS0732513972 4.250 18/01/2022 59

EIKBOL
XS0851683473 1.250 06/11/2017 -1
XS0794570944 2.000 19/06/2019 2
XS1044766191 1.500 12/03/2021 3

JYBC
XS1078186001 3mE+50bp 19/06/2017 26
XS1207605210 3mE+35bp 23/03/2018 31

LANSBK
XS0926822189 1.125 07/05/2020 -2
XS1222454032 0.25 22/04/2022 1

MINGNO
XS0893363258 2.125 21/02/2018 38
XS1069518451 1.500 20/05/2019 50

NDASS
XS0731649660 2.375 17/07/2017 -10
XS0965104978 1.375 20/08/2018 -11
XS1014673849 1.250 14/01/2019 -10
XS0778465228 2.250 03/05/2019 -9
XS0874351728 1.375 15/01/2020 -10
XS1204134909 0.125 17/06/2020 -9
XS0591428445 4.000 10/02/2021 -6
XS1132790442 1.000 05/11/2024 -5
XS1204140971 0.625 17/06/2027 -1
XS0916242497 1.375 12/04/2018 24
XS0728763938 4.000 11/07/2019 34
XS1242968979 3mE+30bp 05/06/2020 35
XS0520755488 4.000 29/06/2020 44
XS1032997568 2.000 17/02/2021 53
XS0801636902 3.250 05/07/2022 51
XS1189263400 1.125 12/02/2025 62

ISIN Coupon Maturity Mid Spd
NYKRE (*senior secured)

LU0787776052* 3.250 01/06/2017 37
LU0921853205* 1.750 02/05/2018 30
LU0996352158* 1.750 28/01/2019 40

POHBK
XS0646202407 3.500 11/07/2018 -11
XS1076088001 0.750 11/06/2019 -10
XS1045726699 1.500 17/03/2021 -8
XS1144844583 1.000 28/11/2024 -6
XS0540216669 3.000 08/09/2017 19
XS0931144009 1.250 14/05/2018 23
XS1077588017 1.125 17/06/2019 33
XS1040272533 2.000 03/03/2021 61
XS1196759010 0.750 03/03/2022 63

SANTAN (Norway)
XS1218217377 0.625 04/20/2018 65

SBAB
XS1117542412 0.625 07/10/2021 0
XS1248348721 0.750 17/06/2022 2
XS1241559910 3mE+30bp 27/06/2018 32
XS0968885623 2.375 04/09/2020 56

SEB
XS0894500981 1.500 25/02/2020 -5
XS0988357090 1.625 04/11/2020 -2
XS0614401197 4.125 07/04/2021 -1
XS1246782269 0.750 16/06/2022 1
XS0592695000 4.250 21/02/2018 29
XS0972089568 2.000 18/03/2019 37
XS0854425625 1.875 14/11/2019 43
XS1033940740 2.000 19/02/2021 54

SHBASS 
XS0906516256 1.000 19/06/2018 -6
XS1050552006 1.000 04/01/2019 -7
XS1135318431 0.625 10/11/2021 0
XS0732016596 3.375 17/07/2017 17
XS0794225176 2.250 14/06/2018 22
XS0965050197 2.250 27/08/2020 45
XS0693812355 4.375 20/10/2021 46
XS0819759571 2.625 23/08/2022 49

SPABOL
XS0820929437 1.250 28/02/2018 -8
XS0738895373 2.750 01/02/2019 -5
XS0995022661 1.500 20/01/2020 -2
XS0942804351 1.500 12/06/2020 -2
XS0587952085 4.000 03/02/2021 -2
XS0674396782 3.375 07/09/2021 0

SRBANK
XS0853250271 2.000 14/05/2018 36
XS0965489239 2.125 27/02/2019 51
XS0876758664 2.125 03/02/2020 49
XS1055536251 2.125 14/04/2021 69

SVEGNO
XS0969571065 1.500 11/09/2018 -1
XS1015552836 1.250 16/01/2019 -4
XS1225004115 0.250 29/04/2022 -1

SWEDA
XS0925525510 1.125 07/05/2020 -2
XS1069674825 1.125 21/05/2021 -1
XS1200837836 0.375 11/03/2022 0
XS1045283766 1.500 18/03/2019 35
XS1239401216 1.000 01/06/2022 51

Euro Nordic covered bond & senior unsecured secondary spreads
Covered versus ASW, senior unsecured (shaded) versus Z spreads, 23/7/15. Source: CACIB trading. See disclaimer on page 5.
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Disclaimer

This material has been prepared by Crédit Agricole Corporate and Investment Bank or one of its affiliates (collectively “Crédit 
Agricole CIB”). It does not constitute “investment research” as defined by the Financial Conduct Authority and is provided 
for information purposes only. It is not to be construed as a solicitation or an offer to buy or sell any financial instruments and 
has no regard to the specific investment objectives, financial situation or particular needs of any recipient. Crédit Agricole CIB 
does not act as an advisor to any recipient of this material, nor owe any recipient any fiduciary duty and nothing in this material 
should be construed as financial, legal, tax, accounting or other advice. Recipients should make their own independent appraisal 
of this material and obtain independent professional advice from legal, tax, accounting or other appropriate professional advis-
ers before embarking on any course of action. The information in this material is based on publicly available information and 
although it has been compiled or obtained from sources believed to be reliable, such information has not been independently 
verified and no guarantee, representation or warranty, express or implied, is made as to its accuracy, completeness or correct-
ness. This material may contain information from third parties. Crédit Agricole CIB has not independently verified the accuracy 
of such third-party information and shall not be responsible or liable, directly or indirectly, for any damage or loss caused or 
alleged to be caused by or in connection with the use of or reliance on this information. Information in this material is subject 
to change without notice. Crédit Agricole CIB is under no obligation to update information previously provided to recipients. 
Crédit Agricole CIB is also under no obligation to continue to provide recipients with the information contained in this material 
and may at any time in its sole discretion stop providing such information. Investments in financial instruments carry significant 
risk, including the possible loss of the principal amount invested. This material may contain assumptions or include projections, 
forecasts, yields or returns, scenario analyses and proposed or expected portfolio compositions. Actual events or conditions may 
not be consistent with, and may differ materially from, those assumed. Past performance is not a guarantee or indication of future 
results. The price, value of or income from any of the financial products or services mentioned herein can fall as well as rise and 
investors may make losses. Any prices provided herein (other than those that are identified as being historical) are indicative only 
and do not represent firm quotes as to either price or size. Financial instruments denominated in a foreign currency are subject 
to exchange rate fluctuations, which may have an adverse effect on the price or value of an investment in such products. None 
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other 
party without the prior express written permission of Crédit Agricole CIB. No liability is accepted by Crédit Agricole CIB for any 
damages, losses or costs (whether direct, indirect or consequential) that may arise from any use of, or reliance upon, this mate-
rial. This material is not directed at, or intended for distribution to or use by, any person or entity domiciled or resident in any 
jurisdiction where such distribution, publication, availability or use would be contrary to applicable laws or regulations of such 
jurisdictions. Recipients of this material should inform themselves about and observe any applicable legal or regulatory require-
ments in relation to the distribution or possession of this document to or in that jurisdiction. In this respect, Crédit Agricole CIB 
does not accept any liability to any person in relation to the distribution or possession of this document to or in any jurisdiction. 

United States of America: The delivery of this material to any person in the United States shall not be deemed a recommendation 
to effect any transactions in any security mentioned herein or an endorsement of any opinion expressed herein. Recipients of this 
material in the United States wishing to effect a transaction in any security mentioned herein should do so by contacting Crédit 
Agricole Securities (USA), Inc. 

United Kingdom: Crédit Agricole Corporate and Investment Bank is authorised by the Autorité de Contrôle Prudentiel (ACP) 
and supervised by the ACP and the Autorité des Marchés Financiers (AMF) in France and subject to limited regulation by the 
Financial Conduct Authority and the Prudential Regulation Authority. Details about the extent of our regulation by the Financial 
Conduct Authority and the Prudential Regulation Authority are available from us on request. Crédit Agricole Corporate and In-
vestment Bank is incorporated in France  and registered in England & Wales Registered number : FC008194. Registered office: 
Broadwalk House, 5 Appold Street, London, EC2A 2DA.

© 2015, CRÉDIT AGRICOLE CORPORATE AND INVESTMENT BANK All rights reserved.
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