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The latest Danish quarterly sales of 
bonds to refinance adjustable rate 
mortgages (ARMs) achieved healthy 
bid-to-cover ratios after Nykredit  
Realkredit kicked off activity on 
Monday, with longer dated paper 
offering relatively high spreads par-
ticularly well bid.

Nykredit and BRFkredit have been 
active so far, while Nordea auctions are 
scheduled for next Tuesday to Thursday 
and DLR Kredit is set for early Septem-
ber, with some Dkr100bn of issuance 
due in total.

The sales started with Dkr4.1bn 
(Eu549m) of one year bonds and  
Dkr3bn of three years from Nykred-
it on Monday, with Denmark’s largest 
mortgage lender achieving bid-to-cov-
ers of 3.66 and 3.26, respectively. The 
one year bonds were sold at a yield of 
0.08% and a spread to Cita of 22.8bp, 
according to Lars Mossing Madsen, 
chief dealer at Nykredit.

“It went in line with expectations,” 

he said, “and the bid-to-covers were 
definitely better than expected, showing 
strong interest in the bonds.”

Bid-to-covers in daily auctions of the 
one years ranged from 3.12-3.86 in the 
following sales until today (Friday).

The highest bid-to-cover achieved 
by Nykredit was for a five year sale 
on Tuesday, when it achieved 6.24, 
and levels for the longest dated ARMs 
bonds were at between 3.96 and 4.80 
over the next three days. Market partic-
ipants had expected good demand for 
the longer dated ARMs, with spreads 
on five year paper having been at wide 
levels.

According to Jan Weber Østergaard, 
senior analyst at Danske Bank, the level 
achieved on Tuesday’s five year issu-
ance was 5bp inside where such paper 
had been indicated before the auctions, 
on Friday.

“We had already believed that one 
year non-callable bullets might sell 
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Fives star in healthy ARMs 
start, size an evolving factor

Latest Nordic FI benchmarks

Senior unsecured (z spreads mid)
SWEDA FRN 08/20 39bp
NDASS FRN 06/20 32bp
SBAB FRN 06/18 29bp

Covered bonds (asw spreads mid)
SBAB 0.750% 06/22 2bp
SEB 0.750% 06/22 1bp
SVEGNO 0.250% 04/22 0bp

 Source: CACIB trading 20/8/15
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Record krona Tier 2 
offers Pohjola attractive 
alternative to euros
Pohjola Bank turned to the Swedish 
krona market to raise Tier 2 debt on 
Tuesday after having retreated from 
a planned euro issue in mid-June, and 
in doing so sold a Skr3.5bn (Eu370m) 
FRN that is the largest single-tranche 
Tier 2 issue in the Swedish market 
and which market participants said 
offered savings for the Finnish issuer.

The issuer had on 12 June announced 
the mandate for a euro Tier 2 issue, but 
decided not to proceed as market con-
ditions deteriorated shortly afterwards.

Pohjola then resurfaced in the Swed-
ish krona market on Tuesday, as JP 
Morgan and Pohjola – two of four leads 
on the euro mandate – joined Swedbank 
in going out with a 10 year non-call five 
floating rate note.

Tom Alanen, treasury manager, fund-
ing, at Pohjola, said that the issuer 
launched the deal at short notice when 
the opportunity became clear.

After building a book of more than 
Skr3.75bn the leads priced the Skr3.5bn 
deal at 160bp over mid-swaps. Accord-
ing to Alanen, this was equivalent to 
roughly mid-swaps plus 130p in euros, 
which was satisfactory for all parties. 
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Premiums seen increasing for non-LCR issuance
slightly cheaper relative to three year 
and five year prices, with a flattening of 
the asset-swap curve thus becoming a 
reality,” he said.

Three year Nykredit sales achieved 
bid-to-covers of between 3.03 and 3.93 
from Tuesday to today.

The volume of one year krone ARMs 
is down sharply in the latest auctions, 
with the Danish mortgage credit institu-
tions having for mainly regulatory and 
rating reasons encouraged borrowers to 
take out alternative mortgages that do 
not have to be refinanced at such short 
terms. While this has brought hoped-for 
benefits to issuers, the trend is having 
an increasing impact on the market 
pricing and liquidity of smaller issues 
that are being sold, according to market 
participants, particularly with LCR im-
plementation progressing.

According to Anders Aalund, chief 
analyst at Nordea Markets, 34% of the 
bonds in Nordea Kredit’s forthcoming 
sales on a volume-weighted basis do 
not meet Level 1B eligibility, although 
the figure is only 4% for Nykredit. Size 
is also seen as an issue for the smaller 
BRFkredit and DLR Kredit.

“However, the LCR requirement 
is by no means the only requirement 

determining success or failure,” said 
Aalund. “Several other factors make 
the sale of so many separate security 
IDs problematic.”

Danke’s Østergaard said these in-
clude the generally lower liquidity of 
smaller issues, with lower turnover, less 
price transparency, and higher costs for 
market-makers.

On Tuesday BRFkredit flagged the 
likely LCR status of bonds in its forth-
coming sales taking into account not 
only the latest supply but further an-
ticipated issuance. It indicated that two 

would be Level 1B (with an estimated 
total above Eu500m equivalent) and 
two 2A (above Eu250m), and that two 
would not achieve eligibility for either 
category.

“The estimates should give the in-
vestors the best possible prerequisite to 
calculate the liquidity value in connec-
tion to the Liquidity Coverage Ratio,” 
it said.

On Wednesday BRFkredit held a 
Dkr500m sale of a three year bond that, 
although too small at the outset, is one 
of the issues it expects to achieve Level 
2A size. According to Nordea’s Aalund, 
this issue came at a spread some 10bp 
wide of where Nykredit Realkredit had 
sold three year paper.

“This is not pure non-LCR paper, so 
the 10bp does not exactly reflect the 
premium that non-LCR paper will have 
to pay,” he said. “This is also a process 
that will go on for some time.”

He suggested that small issues may 
require a premium of as much as 20bp-
25bp at the next set of auctions in three 
months’ time.

“It is getting more and more impor-
tant,” said Aalund.

BRFkredit also sold paper yesterday 
(Thursday) and it will hold further sales 
on Tuesday to Thursday of next week, 
raising some Dkr8.3bn in total.

Nordea Kredit will be selling some 
Dkr18.5bn equivalent of paper on 
Tuesday to Thursday of next week, 
Dkr16.93bn in kroner and Eu210m in 
euros, of which Dkr10.5bn and Eu170m 
will be one years. n

(continued from page 1)
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Pohjola shows krona option with Skr3.5bn T2 

The expected implementation in Norway of a resolution 
regime equivalent to the EU Bank Recovery & Resolution 
Directive (BRRD) will result in Norwegian covered bonds 
having less exposure to bank defaults and losses, Moody’s 
said last Friday (14 August), highlighting the rating bene-
fits this has led to.

“Norway is not a member of the EU, so Norwegian covered 
bonds do not fall directly under the EU’s Bank Recovery & 
Resolution Directive,” said Moody’s. “However, we expect 
that an equivalent resolution regime will be put in place and 
we incorporate this expectation in our covered bond analysis.”

Moody’s has updated its methodology to introduce Counter-
party Risk (CR) assessments, which it uses – instead of senior 
unsecured debt ratings – as a measure to determine the proba-
bility of default of certain types of obligations if a bank enters 
resolution. These CR assessments have been incorporated into 
Moody’s covered bond rating methodology as the new refer-
ence points for covered bond anchor points, which covered 
bond ratings are notched up from.

The rating agency said on Friday that it has now assigned CR 
assessments to issuers of Norwegian covered bonds and that 

the result has been the upgrading of one programme, that of 
SpareBank 1 Naeringskreditt from Aa1 to Aaa. Most Norwe-
gian covered bonds are rated triple-A by Moody’s, explaining 
why more upgrades have not followed the implementation of 
the updated methodology.

However, the rating agency noted that for those programmes 
that have not been upgraded, higher covered bond anchors 
mean that they need less overcollateralisation (OC) to reach 
their current ratings, with the required OC having dropped 
from 7.63% to 3.00% on average.

Ratings volatility has also been reduced, added Moody’s, 
since the number of notches an issuer’s rating can fall be-
fore triggering a downgrade under the rating agency’s Timely 
Payment Indicator methodology (the TPI leeway) has fall-
en relative to the corresponding measure before the update. 
DNB Boligkreditt’s mortgage covered bond programme now 
enjoys six notches of TPI leeway versus three notches previ-
ously, for example.

“With the new CR assessment, there will likely be far fewer 
instances in which rating downgrades of stronger issuers lead 
to negative rating actions on covered bonds,” said Moody’s. n

A syndicate official away from the 
leads said that Nordic Tier 2 paper was 
trading in the 150s or 160s over in eu-
ros, and that a new issue would come 
with a significant new issue premium.

“The demand was also very good,” 
added Alanen. “The deal size was even 
slightly larger than we had initially  
expected.”

A syndicate official at one of the leads 
said that the market had looked receptive 
to such an issue following Tier 2 trades 
for DNB in May and SBAB in June, 
with the Norwegian bank having sold 
the largest overall Tier 2 deal in Swedish 
kronor, Skr4bn split into a Skr3bn FRN 
and a Skr1bn fixed rate piece.

“The risk-off in Europe didn’t really 
push Swedish capital trades that much 
wider,” he said. “We have a very low 
interest rate environment here and if 
you can promote these strong names 
you can get a lot of traction, especially 
with the pick-up to some of the bigger 
domestic Swedish banks.”

SBAB’s Skr1bn 10 year non-call five 
issue was priced at 130bp and DNB’s 
10 year non-call fives at 140bp. Pohjo-
la’s Tier 2 issue has expected ratings of 
Baa1/A-/A.

With the DNB deal having been split 
into two tranches, Pohjola’s Skr3.5bn 

deal is the largest ever single-tranche 
Tier 2 in the krona market. The syn-
dicate official said that whereas often 
the format of tranches is decided after 
books are opened, it was in this instance 
clear from the outset that an FRN would 
work best.

Around 35 accounts participated, 
with Sweden taking 82%, Finland 13%, 
Norway 3%, and Denmark 2%. Fund 
managers were allocated 87%, insur-
ance companies and pension funds 9%, 
banks 2%, and others 2%.

“This is normally a binary mar-
ket where you need the big names in-

volved,” said the syndicate official, 
“but this showed that there is a much 
wider investor base.”

Pohjola’s Alanen said that the group 
is well on track with its funding for the 
year. With OP Mortgage Bank not yet 
having issued a benchmark covered 
bond this year, the group’s next bench-
mark would likely be a covered bond, 
he said, although the timing of any such 
issue is still open. Pohjola will most 
probably revisit the Japanese market 
with a senior issue at some point, he 
added, while continuing senior issuance 
in the other markets as well. n

(continued from page 1)

Moody’s cites Norwegian BRRD covered benefits
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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 35

CBSBKF
XS1227609879 1.000 06/05/2020 67

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 -3
XS0519458755 3.750 23/06/2022 1
XS1139303736 3mE+35 19/11/2018 29
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 -9
XS0992304369 1.125 12/11/2018 -5
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 -3
XS0759310930 2.750 21/03/2022 3
XS0856976682 1.875 21/11/2022 2
XS0522030310 3.875 29/06/2020 35
XS0595092098 4.375 24/02/2021 42
XS0732513972 4.250 18/01/2022 47

EIKBOL
XS0794570944 2.000 19/06/2019 2
XS1044766191 1.500 12/03/2021 3

JYBC
XS1078186001 3mE+50bp 19/06/2017 23
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 37
XS1069518451 1.500 20/05/2019 47

NDASS
XS0965104978 1.375 20/08/2018 -11
XS1014673849 1.250 14/01/2019 -11
XS0778465228 2.250 03/05/2019 -11
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 -7
XS1204140971 0.625 17/06/2027 -1
XS0916242497 1.375 12/04/2018 21
XS0728763938 4.000 11/07/2019 24
XS1242968979 3mE+30bp 05/06/2020 32
XS0520755488 4.000 29/06/2020 35
XS1032997568 2.000 17/02/2021 43
XS0801636902 3.250 05/07/2022 45
XS1189263400 1.125 12/02/2025 60

ISIN Coupon Maturity Mid Spd
NYKRE (*senior secured)

LU0921853205* 1.750 02/05/2018 35
LU0996352158* 1.750 28/01/2019 35

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
XS0931144009 1.250 14/05/2018 22
XS1077588017 1.125 17/06/2019 26
XS1040272533 2.000 03/03/2021 48
XS1196759010 0.750 03/03/2022 49

SANTAN (Norway)
XS1218217377 0.625 04/20/2018 47

SBAB
XS1117542412 0.625 07/10/2021 -2
XS1248348721 0.750 17/06/2022 2
XS1241559910 3mE+30bp 27/06/2018 29
XS0968885623 2.375 04/09/2020 48

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 22
XS0972089568 2.000 18/03/2019 28
XS0854425625 1.875 14/11/2019 33
XS1033940740 2.000 19/02/2021 46

SHBASS 
XS0906516256 1.000 19/06/2018 -10
XS1050552006 1.000 04/01/2019 -7
XS1135318431 0.625 10/11/2021 0
XS0794225176 2.250 14/06/2018 21
XS0965050197 2.250 27/08/2020 34
XS0693812355 4.375 20/10/2021 44
XS0819759571 2.625 23/08/2022 46

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 -3

SRBANK
XS0853250271 2.000 14/05/2018 34
XS0965489239 2.125 27/02/2019 45
XS0876758664 2.125 03/02/2020 47
XS1055536251 2.125 14/04/2021 65

SVEGNO
XS0969571065 1.500 11/09/2018 -1
XS1015552836 1.250 16/01/2019 -4
XS1225004115 0.250 29/04/2022 0

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 28
XS1277337678 3mE+50bp 18/08/2020 39
XS1239401216 1.000 01/06/2022 45

Euro Nordic covered bond & senior unsecured secondary spreads
Covered versus ASW, senior unsecured (shaded) versus Z spreads, 20/8/15. 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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