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Sweden -introduction of DH2412

Starting on 23 May (depending on market conditions), Danske Hypotek is set to introduce
a new benchmark loan (ISIN SE0012621852), which matures on 18 December 2024 and
will be the longest benchmark bond from Danske Hypotek. The coupon rate is set at 1%.

In the wake of the Riksbank meeting, SEK rates moved significantly lower outright and
relative to EUR rates. In a broader context, European rates have generally continued to
trend lower since October 2018. This has created an intensifying hunt for yield. From this
perspective, longer dated covered bonds remain attractive.

Pricing

Following the share price plunge, spreads on Danske Hypotek initially widened relative to
other issuers, although we note that spreads versus other issuers have started tightening
lately. However, taken in a broader context, the differentiation between issuers remains
relatively small, perhaps because of the continued hunt for yield. The Danske Hypotek
curve trades relatively parallel to those of other issuers. In the 2023 segment, DH2312

trades 4.5bp cheap relative to the matching SEB576. We believe a similar spread is
reasonable in the December 2024 segment.

Based on the market pricing at 09:30 CEST on 21 May and assuming curves are priced
correctly, we think a fair mid valuation for DH2412 is 15.5-16.5bp above DH2312. In the
charts below, we assume a spread of 16bp above DH2312. In matched ASW terms, this
would mean a spread around 20bp.
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Today's key points

e \With expected start on 23 May,
Danske Hypotek is set to
introduce a new loan, which
matures on 18 December 2024,
within the benchmark
programme.

e The coupon rate is set at 1% and
the ISIN code is
SEO012621852.

Pricing vs bonds with similar maturity

Spread to DH2412 bond
given pricing

DH2412

DH2312

SHYP1588

NDH5534

SWH194
LFH517
LFH518
Ki2410
SEB579
SGB1058

Source: Danske Bank

FI Strategy

Carl Milton

+46 8 568 80598
carmi@danskebank.se

Important disclosures and certifications are contained from page 3 of this report.

www.danskeresearch.com



mailto:carmi@danskebank.se

Strategy

The spread in true ASW terms would be relatively close to matched levels, around 20.5bp.

Spreads to SEK swap curve (true) - 09:30 CEST on 21 May
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ASW levels given mid-pricing - 09:30 CEST on 21 May

ASW spreads - Pricing DH2412 16bp above DH2312

Bond Maturity MATCHED TRUE
DH2412 2024-12-18
DH2312 2023-12-20 14.2 14.7
SHYP1588 2024-03-01 10.3 11.3
NDH5534 2024-09-18 16.3 16.8
SWH194 2024-09-18 15.8 16.3
LFH517 2024-09-18 16.8 17.9
LFH518 2025-09-17 23.4 24.2
Ki2410 2024-10-02 -1.5 -0.9
SEB579 2024-12-18 15.8 16.2
SGB1058 2025-05-12 -61.9 -64.0

Source: Danske Bank
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Disclosures

This research report has been prepared by Danske Bank A/S (‘Danske Bank”). The author of this research report is
Carl Milton, Analyst.

Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in the
research report accurately reflect the research analyst’s personal view about the financial instruments and issuers
covered by the research report. Each responsible research analyst further certifies that no part of the compensation
of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed
in the research report.

Regulation

Danske Bank is authorised and subject to regulation by the Danish Financial Supervisory Authority and is subject
to the rules and regulation of the relevant regulators in all other jurisdictions where it conducts business. Danske
Bank is subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority
(UK). Details on the extent of the regulation by the Financial Conduct Authority and the Prudential Regulation
Authority are available from Danske Bank on request.

Danske Bank’s research reports are prepared in accordance with the recommendations of the Danish Securities
Dealers Association.

Danske Bank is not registered as a Credit Rating Agency pursuant to the CRA Regulation (Regulation (EC) no.
1060/2009); hence, Danske Bank does not comply with nor seek to comply with the requirements applicable to
Credit Rating Agencies.

Conflicts of interest

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality
research based on research objectivity and independence. These procedures are documented in Danske Bank’s
research policies. Employees within Danske Bank’s Research Departments have been instructed that any request
that might impair the objectivity and independence of research shall be referred to Research Management and the
Compliance Department. Danske Bank’s Research Departments are organised independently from and do not report
to other business areas within Danske Bank.

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes
investment banking revenues, but do not receive bonuses or other remuneration linked to specific corporate finance
or debt capital transactions.

Danske Bank; its affiliates, subsidiaries and staff may perform services for or solicit business from Danske Hypotek
and may hold long or short positions in, or otherwise be interested in, the financial instruments mentioned in this
research report.

Danske Bank, its affiliates and subsidiaries are engaged in commercial banking, securities underwriting, dealing,
trading, brokerage, investment management, investment banking, custody and other financial services activities,
may be a lender to Danske Hypotek and have whatever rights are available to a creditor under applicable law and
the applicable loan and credit agreements. At any time, Danske Bank, its affiliates and subsidiaries may have credit
or other information regarding Danske Hypotek that is not available to or may not be used by the personnel
responsible for the preparation of this report, which might affect the analysis and opinions expressed in this research
report.

Danske Bank is a market maker and liquidity provider and may hold positions in the financial instruments
mentioned in this research report.

As an investment bank, Danske Bank, its affiliates and subsidiaries provide a variety of financial services, including
investment banking services. It is possible that Danske Bank and/or its affiliates and/or its subsidiaries might seek
to become engaged to provide such services to Danske Hypotek in the next three months.

Danske Bank has made no agreement with Danske Hypotek to write this research report. No parts of this research
report have been disclosed to Danske Hypotek. No recommendations or opinions have been disclosed to Danske
Hypotek and no amendments have accordingly been made to the same before dissemination of the research report.

The analysts responsible for this report are prohibited from trading against their own recommendations.
Financial models and/or methodology used in this research report

Calculations and presentations in this research report are based on standard econometric tools and methodology as
well as publicly available statistics for each individual fixed income asset.

Danske Bank bases its conclusion on an estimation of the financial risk profile of the financial asset. By combining
these risk profiles with market technical and financial asset-specific issues such as rating, supply and demand
factors, macro factors, regulation, curve structure, etc., Danske Bank arrives at an overall view and risk profile for
the specific financial asset. Danske Bank compares the financial asset to those of peers with similar risk profiles
and on this background, Danske Bank estimates whether the specific financial asset is attractively priced in the
specific market. Danske Bank expresses these views through buy and sell recommendations. These signal our
opinion about the financial asset’s performance potential in the coming one to three months.

More information about the valuation and/or methodology and the underlying assumptions is accessible via
http://ww.danskebank.com/en-uk/ci/products-services/markets/research/pages/researchdisclaimer.aspx. Select Fixed
Income Research Methodology.
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Recommendation structure

Danske Bank expresses its views on specific financial fixed income assets through buy and sell recommendations.
Often the recommendations will be expressed through country spreads, swap spreads or curve spreads. Danske
Bank sets a target for the specific recommendation, which is normally expressed in basis points potential profit.

These recommendations signal Danske Bank’s market opinion on a one- to three-month horizon. When Danske
Bank publishes a specific recommendation, it reflects that it has a strong market conviction or that the risk/reward
potential is specifically attractive relative to the loss the investor could potentially incur.

Risk warning

Major risks connected with recommendations or opinions in this research report, including a sensitivity analysis of
relevant assumptions, are stated throughout the text.

Completion and first dissemination

The completion date and time in this research report mean the date and time when the author hands over the final
version of the research report to Danske Bank’s editing function for legal review and editing.

The date and time of first dissemination mean the date and estimated time of the first dissemination of this research
report. The estimated time may deviate up to 15 minutes from the effective dissemination time due to technical
limitations.

See the final page of this research report for the date and time of completion and first dissemination.
Expected updates:

This research report will be updated regularly. Furthermore, the report might be updated outside of regular
publications due to changes in circumstances following its dissemination, including events relating to the market
or the issuer, which can influence the price of the financial instrument.

Changes in recommendations

Danske Bank will normally change its recommendations and market views in regular publications, in which a list
of currently open recommendation and closed recommendations (year-to-date) can be found for the relevant market.
See this link for a full overview of all recommendation published by Danske Bank over the past 12 months:
http://www.danskebank.com/en-uk/ci/products-services/markets/research/pages/researchdisclaimer.aspx. Select
Fixed Income Research Methodology.

Validity time period
This communication as well as the communications in the list referred to below are valid until the earlier of
(a) dissemination of a superseding communication by the author, or (b) significant changes in circumstances

following its dissemination, including events relating to the market or the issuer, which can influence the price of
the issuer or financial instrument.

Investment recommendations disseminated in the preceding 12-month period

A list of previous investment recommendations disseminated by the lead analyst(s) of this research report in the
preceding 12-month period can be found at http://www.danskebank.com/en-uk/ci/products-services/markets/
research/pages/researchdisclaimer.aspx. Select Fixed Income Trade Recommendation History.

Other previous investment recommendations disseminated by Danske Bank are also available in the database.

General disclaimer

This research report has been prepared by Danske Bank (a division of Danske Bank A/S). It is provided for
informational purposes only and should not be considered investment advice. It does not constitute or form part of,
and shall under no circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell
any relevant financial instruments (i.e. financial instruments mentioned herein or other financial instruments of any
issuer mentioned herein and/or options, warrants, rights or other interests with respect to any such financial
instruments) (‘Relevant Financial Instruments’).

The research report has been prepared independently and solely on the basis of publicly available information that
Danske Bank considers to be reliable. While reasonable care has been taken to ensure that its contents are not untrue
or misleading, no representation is made as to its accuracy or completeness and Danske Bank, its affiliates and
subsidiaries accept no liability whatsoever for any direct or consequential loss, including without limitation any
loss of profits, arising from reliance on this research report.

The opinions expressed herein are the opinions of the research analysts responsible for the research report and
reflect their judgement as of the date hereof. These opinions are subject to change and Danske Bank does not
undertake to notify any recipient of this research report of any such change nor of any other changes related to the
information provided herein.

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom or
the United States.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be
reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior written
consent.
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Disclaimer related to distribution in the United States

This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets
Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related
interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for
distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske
Markets Inc. accepts responsibility for this research report in connection with distribution in the United States solely
to ‘U.S. institutional investors’.

Danske Bank is not subject to U.S. rules with regard to the preparation of research reports and the independence of
research analysts. In addition, the research analysts of Danske Bank who have prepared this research report are not
registered or qualified as research analysts with the NYSE or FINRA but satisfy the applicable requirements of a
non-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument
may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-U.S. financial
instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S.
Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S.
Securities and Exchange Commission.

Report completed: 21 May 2019, 10:18 CEST
Report first disseminated: 21 May 2019, 10:50 CEST
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