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Dutch issuers have successfully pursued their funding plans this year despite challenges
posed by macro uncertainty, while trends in mortgage lending, covered bond structures
and ESG have evolved. In this roundtable sponsored by DZ Bank, issuer and investor
representatives discuss their strategies in the face of volatility and potential recession.
Neil Day, The Covered Bond
Report: It’s been quite a year.
Although things have improved
on the Covid front, inflation has
been much worse than feared, and
obviously Ukraine has had a big
and unexpected impact. In spite of
that, covered bond issuance has
hit highs, with some €120bn of
euro benchmark issuance. What
are the dynamics behind this?
Matthias Ebert, DZ Bank: The uptick
in supply that we’ve seen in the first
half of 2022 is really remarkable. The
€120bn year-to-date you mentioned is
more than double the volume we saw in
the first six months of last year. There
are a number of reasons for this.
The Ukraine crisis has led to a
stronger safe haven bid, so the value
attached to collateral has improved.
That is probably one of the reasons why
issuers have focused on covered bonds.
Then the rise in inflation, also
through energy costs, has led to an
early end of the ECB’s Asset Purchase
Programme. This probably led some
issuers to pull forward covered bond
projects they had planned for 2022
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into the first half of the year.
Then we had the 8 July deadline for
implementation of the Covered Bond
Directive into national law. Issuers in
some countries were concerned about
whether or not their regulator would be
ready on time, and hence whether issuance after the deadline might be more
difficult, and this was a reason why
some issuers accelerated their plans.
And then we heard that some
regulators were concerned about the
stickiness on banks’ balance sheets of
deposits generated during the pandemic. There is no historic precedent
on how sticky these are, but it could
be a fair assumption that they are less
sticky than ordinary deposits, because
they flooded onto banks’ balance sheets
and might leave just as quickly, or at
least more quickly than normal deposits. That has also led to an increase in
absolute supply.
Regarding spreads, I think the
strong increase in Bund-swap spreads
initially contributed to stable covered
bond spreads, as some investors were
moving from agencies and sub-sovereigns into covered bonds. And some
investors who had historically bought

covered bonds but who, due to the
negative yields, had moved into senior
preferred, have also returned to the
covered bond asset class. And that’s
why covered bond spreads were so
stable for a very long period of time in
the first half of 2022.
More recently, we’ve seen spreads
widening out for various reasons.
Dutch covered bonds have widened
5bp-7bp since the beginning of the
year, according to the index — others have widened more, but it’s clearly
a current trend that we can discuss
further.
Marc Kemperdick, Deka Invest: The
tragic events of Ukraine caught us by
surprise, of course — our analysis there
was that a build-up would perhaps lead
to concessions from Ukraine, but we
didn’t actually think that the Russian
Federation would invade. But regarding
inflation, I can proudly say that we did
see that coming. Already in the latter
part of 2020 and then in 2021, according to our analysis we very quickly
came to the conclusion that — in contrast to the central bank language that
inflation would be transitory — infla-
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tion would indeed be more sticky. We
therefore prepared for a more hawkish
path among central banks globally and
anticipated some steepening of yield
curves.
What we did not quite expect was
most of the spread widening to take
place in the asset swap spread, as Matthias mentioned. We hear that there
are large paying programmes among a
variety of European banks in various
jurisdictions, who are hedging their
loan book exposure, which they built
up over the last three to four years to
earn an additional return in the negative yield environment. When the ALM
managers realised that we are looking at a rate lift-off from the ECB this
year, they started very sizable paying
programmes to hedge this exposure
— depending on the jurisdiction, they

are doing this in the five to seven year
space, the 10 year space, and some
more in 12 to 15 years. These large paying programmes contributed to propelling the Bund-asset swap above 80bp in
the 10 year space.
For covered bonds, this is a doubleedged sword. It made covered bonds
and agencies very attractive versus
Bunds and OATs, of course, but it also
left them relatively expensive versus
swaps, and in our view that’s also a reason for the recent widening of covered
bonds versus swaps.
Day, The CBR: Have you been able
to pursue your funding strategies
as planned?
Sander Roling, NN Bank: Covered
bonds are our main secured funding

source and hence central to our funding strategy. We have issued one public
benchmark transaction this year, in
May, which was in line with our plan
to issue in the first or second quarter
based on our balance sheet development. This €500m 10 year green covered bond was very well received, with
an oversubscription ratio of 4.4, even
though we saw other banks struggling
with their issuance in the same week.
The choice of tenor was very important
as the 10 year maturity hit the sweetspot of the market, and the green angle
definitely helped the bookbuilding
process — we saw other green covered
bonds in that period and they were all
received very well.
The maturity also fitted very well
with our balance sheet, where we have
seen a shift in mortgage production
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from 20 years to 10 years due to the rising interest rates. So whereas previously
we would have preferred something a
bit longer — in February last year, for
example, we issued a 20 year benchmark — this year the switch to 10 years
was in line with what we see in our
mortgage production.
Aside from the covered bond,
we have limited unsecured funding
needs, and as we issued a green senior
non-preferred transaction last September, our senior needs this year are
limited. We are still waiting to find
out our subordination requirement
from the national resolution authority
and, depending on that requirement,
may need to issue more non-preferred
senior, otherwise we could issue senior
preferred.

20 years. The private placement market
wasn’t there for a long time, but since
this year it’s opened up again. We have
issued around €1.5bn year-to-date. We
typically issue more than one benchmark annually, so there is room to do
more if there is a window later this
year. Otherwise, we continue to look
at private placements. That said, our
first and foremost priority is to update
the programme documentation and incorporate the effects of the new Dutch
legislation implementing the European
Covered Bond Directive.
In terms of other products, we’ve
been quite successful in issuing senior
non-preferred and Tier 2. In SNP, we
have issued €2.5bn in benchmarks. Last
week we were active with a SNP private
placement and a very successful Tier
2 in Singapore dollars for SGD750m
(around €520m). ABN AMRO remains
a strong name in Asia and this transaction was again well received locally.
Overall, we have made good progress in
a challenging market in several products, including covered bonds.

Anton Groenevelt, ABN AMRO: We
aimed to start early in the year. Given
the dynamics in the current mortgage
market, the covered bonds we target are
in the longer tenors, 15 years and up.
We successfully issued a €1bn 15 year
covered bond in January. Since then,
markets became more volatile, inflation
became a factor of growing importance,
and so we noticed investors shortened
their investment horizon. Obviously
this is not helpful for longer tenors
where stability is most critical. Still, we
managed to print quite a few private
placements, even last week, all in 15 to

Day, The CBR: Marc, how
did developments affect your
involvement in covered bonds, and
do you have any particular view on
the Dutch market?
Kemperdick, Deka: The Dutch
covered bond market is fundamentally
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a very strong market, and the regional
vicinity also helps in analysing the
covered bond pool.
However, due to our spread view
and rate view, we have actually been
underweight covered bonds for most
of the year. We had some participation
from our platform, but certainly to a
much lesser degree than in the previous
years. As well as reflecting our rate and
spread view, this reflects the competition among issuers for the liquidity that
was available in the first half of this
year — in addition to the front-loading
of covered bonds that was mentioned
earlier, we have seen a whole load of
supply in other asset classes, including
SSAs, corporate bonds and other financial issuance, and on any given day we
had a variety of new issues to choose
from and could select those we deemed
the most attractive. So we were lucky,
in that it quickly turned into a buyer’s
market — quite a contrast to last year,
when we had to search for enough
bonds to place the investments. And
that contributed to us having underweighted covered bonds in the first half
of this year.
Day, The CBR: Some recent new
issues came with quite chunky
concessions — were they able to
catch your eye?
Kemperdick, Deka: Yes, certainly.
As an analyst covering the majority of
the EU, apart from Italy and Iberia, I
calculate fair value on these issues and
communicate that into our platform,
and some of the new issue premiums
were quite juicy. We nevertheless
learned from a variety of transactions
this year that this was no guarantee of
a successful transaction. Some instead
led to a repricing of the secondary
market, meaning the apparent premium
evaporated quite quickly, not because
the bond underperformed, but because
the outstanding bonds moved towards
the newly issued bond, whereas usually
it’s the other way around. So the initial
new issue premiums sometimes proved
illusory.
Something that has added to the
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volatility is a dramatic reduction in
market depth and then also in liquidity. Looking at the 10 year Bund future
contract, this morning it moved 15
ticks on just 2,200 contracts — that
used to be 80,000, 90,000 or 100,000.
That maybe explains these outsized
moves in the Bund benchmark that we
haven’t experienced in the last 10 years,
with repricings of 50bp, 60bp within
a matter of days. As long as market
depth doesn’t return to better levels, I
fear this volatility will stay with us. It
poses a challenge to the entire community — to issuers and syndicates
managing the bookbuilding process,
and us as investors: we place an order
at 10 o’clock and five hours later when
the deal prices you might find yourself
in a 30bp different yield environment.
That’s manageable and that’s our job,
but it’s not easy. It may be part of the
painful process as the market weans
itself off the central bank influence, and
I’m afraid we are not over that yet.
Day, The CBR: Matthias, what
would you advise issuers
approaching the primary market?
And how do you see the market
reopening after the summer break?
Ebert, DZ Bank: Firstly, if issuers
come to us wanting to tap the market
to meet a funding need, our first advice
is to follow the sweet-spot of investors.
Some issuers have that flexibility and
can move into the five or seven year
part of the curve, for example. Others
can’t, because of ALM requirements.
It’s then a question of when an issuance
window opens up, and perhaps whether
you can attach an ESG feature to the
trade in order to broaden the investor
base and de-risk a trade.
Once you’ve identified that issuance
window, the next question is clearly
how large the concession needs to be to
attract investors, and previous trades
are often a good reference point for
the premiums required. But as Marc
just said, secondary markets are not
very robust in their signalling powers,
and if investors are therefore asking
for a higher premium, issuers have to

‘Our first advice
is to follow the
sweet-spot of
investors’
— Matthias Ebert,
DZ Bank
take that into account and pay a higher
premium.
And then it comes down to how
you execute the trade, including where
you start. What we have learned is
that when you offer a nice premium,
then a number of investors come in
with a limit, because they don’t want
to allow the issuer to move the spread
significantly inside initial guidance.
The issuer and the joint lead managers
then have to take a decision early in
the process on size or price to keep the
momentum in the book: you can either
limit the size, or basically set the final
re-offer spread, which usually attracts

‘Recession risks might
lead consumers to
spend less’
some additional demand. But recently
we have told a number of issuers to
be prepared to land the trade where
it started, and I think that advice has
often not been proven wrong.
Looking forward, post-summer, I
do think that secondary markets will
have widened out by then and adjusted
to the primary market. I would again
expect robust supply in the market later
in August and September, but I believe
new issue concessions will be smaller.
Day, The CBR: Do you have much
flexibility to move to investors’
sweet-spot? Or does issuance like
Deutsche Bank’s recent 15 year
give you hope that the long end
remain a viable option?
Groenevelt, ABN AMRO: As we
discussed earlier, mortgage interest

tenors are becoming shorter as interest
rates are rising, but there is always a lag
between that and when you will start issuing shorter dated covered bonds. And
for now, ALM is still requesting that we
issue 15 years and longer, so we don’t
really have that flexibility. However,
while it is more difficult at the very
long end, we have done those private
placements, and as you mentioned,
we’ve seen Deutsche’s deal recently, so
there is still definitely a market there,
and potentially it will be open for a
benchmark later this year.
Roling, NN Bank: Our wholesale
funding strategy is dependent on balance sheet developments. Currently,
recession risks might lead consumers
to spend less and even save a bit more
in the short term. On the other hand,
mortgage production is likely to decrease as the housing market is cooling
down a bit. So there is some uncertainty there and we will have to see what
this leads to in terms of our funding
needs. We would like to be in the market once or twice annually and we have
some flexibility in terms of tenors if
that is required to hit the sweet-spot of
investors and hopefully make our next
deal as successful as the last.
Ebert, DZ Bank: Going back to Anton’s point about private placements, we
also see them coming back. They are
gaining more and more traction among
investors again, including those for
whom registered covered bonds carry
certain benefits. Some of these investors are of the opinion that rates at the
longer end might come down a bit. The
ECB demonstrated its concern with
the emergency meeting when 10 year
August 2022 The Covered Bond Report 5
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‘We are in a
comfortable
position potentially
going into a new
recession’
— Anton Groenevelt,
ABN AMRO

Italian sovereign bonds crossed the 4%
mark and if a recession is on the cards,
yields at the long end of the curve could
come down, and it appears that a number of investors want to play this by
investing at the long end in covered.
Day, The CBR: Beyond issuance,
how might a recession affect your
outlook more generally?
Groenevelt, ABN AMRO: The outlook is uncertain in light of all the macroeconomic developments we are seeing. The high inflation, for example, is
typically not very helpful for consumer
confidence, which is currently very low
in the Netherlands. There is always a
bit of a lag with consumer spending
and the situation is complicated by
the fact that we came out of the whole
Covid situation where people had been
piling up quite a lot of money in the
lockdowns, but now they can spend
again. We publish our Q2 numbers in
August, but up to Q1, our numbers
were still pretty good, with corporate
loan growth and increased residential
mortgage lending.
Looking specifically at the mortgage
portfolio, this book always performed
very well. To give you an idea, between
2004 and 2014, the ABN AMRO mortgage book only experienced a singledigit loss, including the previous crisis
years. On top of that, we have further
de-risked the portfolio, so we are in a
6 The Covered Bond Report August 2022

comfortable position potentially going into a new recession — although
our group economics team is still not
expecting that for this year.
In my investor relations work, I
regularly come across people outside
the Netherlands and particularly in the
US who look at the high LTVs we have
here. Luckily these have come down,
but we always must explain the reason
for the relatively high LTV levels, but
the mortgage book always performs
well and we are pretty comfortable in
that respect.

‘The credit quality of
Dutch mortgages has
increased significantly’
SMEs are an area of great uncertainty, because they received a lot of
government support during Covid, but
that has now mostly finished, so we will
see what happens there. For example, if
we will potentially go into a recession
and people stop spending, then small
businesses could run into trouble, especially as they haven’t had the easiest
time over the past couple of years with
the whole Covid situation. Bankruptcy
rates are rising a bit but are still at very
low levels, in line with what we have
seen through the whole Covid period.
We took quite some impairments as
a precaution and some management
overlays for the second and third order

effects of the whole Ukraine situation.
Inflation drives up our own costs
at the bank, too, but is very helpful for
our NI margin, which typically over the
medium term will rise further — we
discussed that in our Q1 presentation,
as there is definitely a benefit coming
through.
Roling, NN Bank: House prices in the
Netherlands have increased quite significantly over the last couple of years,
but the first signals that the market is
cooling down are visible at the moment.
Mortgage production will most likely
decrease next year, due to a fall in the
number of transactions. Also, a huge
amount of consumers were seeking to
refinance their mortgages in the first
quarter of this year to lock in the low
interest rates, and we will not see this
next year, which will contribute to the
decline in mortgage production.
Regarding the credit quality of
Dutch mortgages, compared to the
financial crisis this has increased significantly due to a much higher share of
amortising loans and also lower LTVs
due to the house price increase over the
last almost decade.
Kemperdick, Deka: Taking into
account forward-looking economic
sentiment indicators, I would agree that
recession risks in Europe have certainly
risen. But I would note that household
balance sheets and corporate balance
sheets are still very resilient — also because we had lots of stimulus measures
in the various European jurisdictions.
The Dutch government had schemes
to support the labour market and the
impact of the corona pandemic on the
Dutch population, and we had similar
programmes in other countries. We
also had Next Generation EU and the
SURE programme, which on the supranational level gave a large fiscal impulse
that I believe is still ongoing. So we
will certainly fall below trend growth,
and we might even experience a couple
of quarters of technical recession, but
this will be cushioned by a very strong
labour market. We have a very deep
insight into the German labour market,
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for example, and even though economic
activity is slowing and there is pressure on consumers due to inflation,
companies are still looking for qualified personnel. An economic slowdown
can even help to ease the frictions in
the labour market, which in Europe
in general is still relatively strong. So
I think that will cushion the blow to a
large degree.
What will be crucial for the second
half of the year will be the ability to
more or less correctly predict the
reaction function of the central bank.
The central bank is faced with a tough
choice: fighting inflation, which is still
relatively high and which Ms Schnabel
recently noted may be broadening over
more products and services — that’s
the hawkish tilt; while the dovish tilt
would be the fear of recession, which
would then limit the ability of the
ECB to hike rates. Balancing the two,
I would expect the ECB to proceed
in the third and fourth quarters with
monetary tightening — although it
would be better to describe it as a
normalisation of policy — and the
economic slowdown will be mild
and maybe limited to just a couple of
quarters. So we are certainly still envisioning a higher rate environment, a
bit more spread widening, and steeper
yield curves.
Day, The CBR: Returning to
covered bonds, we have seen a
shift away from conditional passthrough (CPT) structures to soft
bullets over the past couple of
years. NN Bank began this shift
and this year you converted your
CPTs to soft bullets. What’s behind
these moves?
Roling, NN Bank: It’s already two
years since we printed the inaugural
soft bullet transaction for NN Bank, at
the end of June 2020. As NN Bank has
grown substantially over the years, its
funding appetite has also gotten bigger.
The soft bullet investor base is more
diversified and deeper, and enables NN
Bank to fund this growth. Additionally,
the switch from CPT to soft bullet gave

us the opportunity to fund ourselves a
bit longer, which was very helpful, as
over the last couple of years the majority of the mortgage origination was 20
years.
Our soft bullet issuance has been
very well received, and in spring this
year we did the consent solicitation
to switch the still-outstanding CPT
bonds into the soft bullet programme,
and that also was very well received by
investors. This switching could become

‘We are certainly still
envisioning a higher
rate environment’
the new trend within the Netherlands,
too — all the former CPT issuers have
now switched to soft bullet, but there is
still quite a large volume of CPT bonds
outstanding.
Day, The CBR: To what extent was
the ECB a factor in developments,
and might the end of new net
purchases under CBPP3 mark a
change in dynamics?
Roling, NN Bank: It’s difficult to say.
It was definitely not helpful for the CPT
product that the ECB was not supportive of these transactions from 2019,
which made the product less attractive.
Within the Netherlands, all the CPT

programmes are very similar and a very
sound product. But across Europe, the
product is not as homogeneous as soft
bullet or hard bullet covered bonds,
which also contributed to the CPT
investor base being smaller, and this is
not helpful for the product’s liquidity.
It nevertheless proved to be successful
over time, even if the switch ultimately
made sense for us.
Ebert, DZ Bank: It wasn’t helpful that
the ECB excluded CPT covered bonds
from the purchase programme and
applied higher haircuts, but given that
the ECB’s CBPP3 purchases decreased,
that burden is at least partially lifted.
Investors do have a kind of additional
risk in the form of a longer extension
period, but on the other hand, they are
compensated for that through a higher
spread — in the case of the Netherlands, CPT covered bonds are currently
quoted with a premium of 6bp-8bp in
the secondary market. For some issuers,
as you mentioned, it clearly still makes
sense to issue in that format as they
benefit from the rating uplift. So it’s difficult to predict what will happen, but
personally I believe that CPT covered
bonds still have a chance to survive as
the ECB’s influence wanes.
At the moment, one factor that is
particularly relevant is the smaller
investor base, as mentioned by Sander
— in times of high volatility, execution

Dutch bullets vs. CPTs: generic swap spreads (vs. mid-swaps, in bp)
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although some jurisdictions are already
ready — the Germans had already
transposed the directive into national
law last year.
Day, The CBR: Marc, harmonisation in the form of the directive
has been touted as a potential
benefit for investors. Do you welcome it? Are there any particular
pros or cons for you among how
different jurisdictions might be
affected?

risk is something to consider, and if you
have a broader investor base on a soft
bullet, execution risk is probably lower
than on a CPT.
Kemperdick, Deka: At Deka Investment, we have mutual funds where
we set the investment policy, but then
we also manage special funds for the
savings banks and our client base and
these each have only a limited number
of institutional investors, in most cases
just one. These funds must fit the regulations that our client base is facing,
and for regulatory reasons many were
not allowed to buy CPT covered bonds.
We nevertheless on our side looked
at the CPT market — which is not only
confined to the Netherlands, even if it
has the largest share — and one argument in favour of the structure was
their rating. But while it might be nice
that some ALM risk is removed from
the issuer’s book, that risk is levied on
the investor. So while the issuers and
their syndicates were always trying to
tell us that this rating uplift means that
the spread versus the rating is very attractive, I always perceived CPTs to be
slightly more risky for us, and hence I
underweighted them.
Additionally, the ECB’s decision
not to sponsor it as much as other
covered bond formats led to a decrease
in liquidity, and then there’s always
a vicious circle: if a product is less
liquid, we find it harder to trade, so we
8 The Covered Bond Report August 2022

demand higher spreads, which further
hits their liquidity. So we haven’t to my
knowledge purchased a single CPT in
the past 12 to 15 months. And we are
very happy to hear that most Dutch
issuers are moving into a soft bullet
format, as I’d rather buy a soft bullet
than a CPT.
Day, The CBR: We are days away
from the 8 July deadline for implementation of the EU Covered Bond
Directive. How will this most immediately affect issuance, if at all?
Ebert, DZ Bank: In some jurisdictions
there were concerns that the regulators
might not transpose the directive into
national law by 8 July, as I mentioned
earlier, which contributed to some
issuers front-loading covered bonds
in the first half of 2022. I understand
that those jurisdictions have met the
deadline, but some issuers still have to
adjust their programmes to be compliant and could takes some time to do
so — it’s probably a good thing that we
now have the traditional summer break
in the market so that issuers can spend
time working on this behind the scenes
to be ready to issue in September and
October. One aspect that needs amending — also by third country issuers
— are the quarterly cover pool reports
to comply with Article 14, which is
important for LCR eligibility. This
could result in a later restart in August,

Kemperdick, Deka: In general, we
welcome the EU directive. But I can
also say right away that we do not
discriminate against countries that are
a bit slower in the process. As Matthias
says, there may be a delay in primary
activity, but we still have the opportunity to buy that jurisdiction in the
secondary market if we wish to do so
— and other considerations are more
important for us. The reason for this
relaxed view is that overall we have the
utmost confidence in the EU’s overarching covered bond framework — in
the reporting of cover pool quality, in
the potential liquidation process, and in
the strong track record of performance
in the market. The product itself is one
of the soundest that we can invest in
as an asset manager. So if there’s a new
directive, we welcome it, as it shows
that despite this robustness, there is still
room for improvement, for innovation,
and for modernisation, because the
world keeps turning and sometimes
regulation must be amended.
Day, The CBR: A lack of progress
on the directive in the Netherlands
was flagged by the Commission
in one of its last updates — is
everything now in order? Does the
directive represent a significant
change for the Dutch market?
Roling, NN Bank: The required
legislation was published on 13 June.
As Matthias said, updating the covered
bond programme to comply with the
new legislation will only create some
internal work during the summer. The
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changes required are quite minimal,
partly because we already had a covered
bond law in the Netherlands that was
used as something of a blueprint for the
directive. We are meanwhile working
on updating the national transparency template in order to comply with
Article 14 and to be compliant as of the
third quarter of this year. For the Harmonised Transparency Template, we are
awaiting the final 2023 version.
Groenevelt, ABN AMRO: I agree, it’s
definitely helpful that the whole new
EU covered bond directive is more or
less in line with our current legislation,
so no big changes are expected. We are
currently digesting it together with the
lawyers and will use the summer break
to update the programme and work on
the reporting to get up to date as soon
as possible.
Day, The CBR: Turning to ESG
topics, what is ABN AMRO doing in
this area, and are covered bonds a
part of this?
Groenevelt, ABN AMRO: ESG has
long been a key part of ABN AMRO’s
strategy and is of the utmost importance. This involves both the bank itself
doing a better job in this area, as well
as supporting our clients in their own
transition to become more sustainable
going forward. Regarding mortgages,
we provide discounts when clients apply for a greener version — if they are
adding solar panels to a property, for
example — so it’s very practical. On
the commercial banking side, we also
provide discounts, but it’s not just a
question of discounting; it’s also about
working together with clients to see
how they can improve their own transition towards being a more sustainable
company.
We are not currently using any green
assets for our covered bond issuance,
for two reasons. Firstly, we are typically focused on 15 years and up with
our covered bonds and we don’t want
to lock in green assets for that long.
Secondly, using these green assets for
covered bonds is less beneficial than for

‘Uppermost
in our efforts
is making the
mortgage
portfolio more
sustainable’
— Sander Roling,
NN Bank
several other products. For example,
we did a green dual-tranche SNP quite
recently and the discount or greenium
achieved by using green assets there
was simply more attractive than it
would have been for a covered bond.
That’s also the strategy we will follow
going forward.

‘Using green assets
for covered bonds is
less beneficial’
Day, The CBR: Sander, as you
mentioned, you have issued a
green covered bond, indeed the
first from the Netherlands. How
does it fit into your strategy and
are there any challenges you face
going forward?
Roling, NN Bank: NN Bank is
predominantly a mortgage bank and
uppermost in our efforts is making
the mortgage portfolio more sustainable. We support our customers in
financing solar panels, insulation and
heat pumps, for example, while our
mortgage brand Woonnu has even
integrated the sustainability process
and financing into one product, making it a one-stop shop for clients. That
includes not just the financing, but
also the sustainability advice and even
the implementation of the measures.
Woonnu also guarantees the energy

label that will be achieved and provides
a discount on the mortgage rate in case
of energy labels A or B.
Issuing green covered bonds emphasises the alignment of the funding strategy of NN bank with its ESG
strategy, which made it something worth
pursuing for us. We published our green
bond framework in June of last year and
we have issued two green transaction so
far, the green senior non-preferred last
September, and the second one was this
green covered bond.
The framework complies with all
market standards, such as the ICMA
Green Bond Principles and is aligned
with the technical screening criteria
of the EU Taxonomy regarding green
buildings. There are, of course, some
challenges in this respect, especially
going forward. Currently, the green
assets are among existing buildings
built until 2021. Going forward, we aim
to add newly built properties as well,
but these need to comply to the NZEB
minus 10% criteria, which is more difficult to evidence for the EU Taxonomy.
However, in the Netherlands and across
Europe, you have initiatives such as the
Energy Efficient Mortgages Initiative
and the Energy Efficient Mortgage
Label, which focus on supporting green
financing, regulatory alignment, and
reporting. We are a member of these
initiatives and NN Bank and Woonnu
are among the founders of the Energy
Efficient Mortgage NL Hub within the
August 2022 The Covered Bond Report 9
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‘Better we get
things right
instead of making
mistakes and
having to reverse
course’
— Marc Kemperdick,
Deka Invest
Netherlands. The hub is focusing on
harmonisation within the Netherlands
and the Dutch interpretation of the
EU Taxonomy, for example, but is also
working on setting up a data repository, as data is a big challenge in order
to evidence EU Taxonomy alignment.
Since we all face the same challenges
as issuers in the Netherlands, working together and building an ESG data
repository will ensure harmonisation
within the Netherlands regarding data
sources and help issuers to identify
green assets.
Groenevelt, ABN AMRO: From
a regulatory perspective but also a
reporting perspective, the biggest challenge — also for investors — is, how do
you compare all these different issuers,
different banks? When we are roadshowing to fixed income investors as
well as equity investors, that’s a major
topic, everyone asking, what do you
do on ESG? How can you compare one
institution to another? Is A performing better than B? and why? That’s
something that needs to be further
investigated to get a better grasp of
the overall ESG picture. We’re doing
good things there — we will publish a
climate report later this year — but this
comparability issue needs to be tackled
going forward.
Roling, NN Bank: What’s helpful in
that respect, for example, is the Net-

Zero Insurance Alliance, of which NN
Group is a member, and for banks, the
Net-Zero Banking Alliance — basically
the idea is the same, to be net zero in
2050, and that’s our goal, too. In the
meantime, we are working on intermediate science-based targets in line with
the Paris Climate Agreement showing
our progress in decarbonisation — we
have already published our carbon foot-

‘How do you
compare all these
different issuers?’
print for a number of years now. We
also have a Dutch climate agreement to
at least halve carbon emissions by 2030
compared to 1990. But ultimately we
need to go to net zero in 2050.
Kemperdick, Deka: Taking a step
back and looking at how the market has
developed, the green bond product has
been a very good first step in raising
awareness on the ESG front. It was very
quickly established which companies
were helping reduce CO2 emissions and
mitigating climate change, and which
industries are not.
Going forward, we are trying to
integrate this into a broader ESG
framework, where environmental
aspects are balanced alongside
governance and social aspects. But,
as the issuers have noted, the more
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complex your ESG framework becomes,
the less straightforward are the concrete
decisions you have to take. If you look
at the EU Taxonomy, for example, it is
still very controversial — depending
on which country you are from, there
are different views on nuclear energy
generation. Overall, this doesn’t make
life easier.
In addition, when it comes to the
regulatory aspect, we have three levels
of regulation: our industry body the
German Savings Banks Association is
working on an ESG concept; then we
have our national regulator, which is
currently focusing on avoiding greenwashing labelling on the investment
products that we offer — which we
take very, very seriously; and then on a
supranational level, we have the ongoing discussion of what the Taxonomy
should ultimately look like. Balancing
this self-regulation, national regulation
and European regulation is not so easy.
Without a doubt, this trend towards
ESG products is very strong and irreversible. That’s very evident in the
market, but also from our client base
— we see that every day, directly with
our salesforce and also through our
intermediaries, the savings banks, asking very intensely for ESG-conforming
products for the client base. The entire
industry has made good progress in
recent years, and on the lending side
the participants here have shown some
good examples, but there’s no excuse
for stopping — we need to continue
to integrate the ESG process into our
products and bonds.
As an industry, we nevertheless need
to take care to stay credible in the labels
we give our products, in order not to be
accused of greenwashing and the like,
which would be very detrimental to the
whole process. It would therefore be
advisable to take the time to reflect and
consult on things when, for example,
launching a new product — there is no
need to rush, so better we get things
right instead of making mistakes and
having to reverse course later on.
Ebert, DZ Bank: Anton’s comment on
the greenium, that it is larger in senior
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than in covered, is very interesting.
I’m of the opinion that this will now
change. One of the reasons why the
greenium was larger in senior was
probably because absolute yields were
so low and in covered it was difficult
to create some pricing power and
print a green bond through a brown
one, at least not to the same degree as
in senior unsecured, where absolute
yields were higher and spreads were
higher, too. A second factor was the
ECB’s purchase programme that always
came in at re-offer and took 40% of
the deal. As a result, the pricing power
of the issuer was almost the same in
a brown bond as in a green one. With
the ECB withdrawing some of its
support for covered bonds and absolute
yields being higher, there is a good
chance of seeing a larger greenium in
covered in the future. That could in
turn encourage more issuers to hand
out cheaper green loans — because
it’s a question of transfer pricing,
right? If you fund cheaper, you can
lend cheaper. That will then hopefully
also foster more green mortgage loan
production and as a result more green
covered bond supply.

Day, The CBR: We have seen some
interesting developments in social
covered bonds this year as well as
the first drafts of a potential Social
Taxonomy. Could social bonds be
something for ABN AMRO or NN
Bank, or even sustainability-linked
bonds?
Roling, NN Bank: On the social side,
we help our customers who have financial difficulties, offering them a budget
coach to create a better understanding
of their financial situation. And NN

‘There is a good
chance of seeing a
larger greenium’
Bank is involved in a coalition of creditors, the Schuldeiserscoalitie, in which
large Dutch businesses work together
to combat poverty in the Netherlands.
The participating businesses abide by
an ethical manifesto about how to deal
with customers who encounter payment difficulties. But issuing a social
bond is out of the question for NN
Bank because we do not have any social

real estate on our balance sheet.
Sustainability-linked bonds are currently a bridge too far, as we are still
working on carbon accounting methodologies and developing our targetsetting, which would currently make it
very difficult to pinpoint targets for an
SLB. So for now, this is not an interesting option for NN Bank.
Groenevelt, ABN AMRO: We have a
variety of initiatives towards our clients
across the E, S and G fronts. We are
involved in various initiatives on the
social side, including the one Sander
mentioned with budget coaches. We
also have a very large private bank —
not only in the Netherlands where we
are the number one player, but also
number three in Germany and number
five in France — and the investment
proposals we typically make there are
sustainable proposals as standard.
But the broadest scope is on the “E”,
because you can focus on energy efficiency of buildings, for example. So for
now, we are focusing on green assets,
but we’re following market developments closely to see if any opportunities arise going forward. l
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OUR SELECTED HIGHLIGHT TRANSACTIONS IN 2022

EUR 500mn

EUR 300mn

EUR 750mn

Green Covered Bond

Covered Bond

Covered Bond

1.875%
2022 / 2032

1.375%
2022 / 2025

0.895%
2022 / 2027

Joint Bookrunner

Joint Bookrunner

Joint Bookrunner

EUR 2.50bn

EUR 500mn

EUR 1.25bn

Covered Bond

Green Covered Bond

Covered Bond

0.375%
2022 / 2026

0.750%
2022 / 2029

0.125%
2022 / 2028

Joint Bookrunner

Joint Bookrunner

Joint Bookrunner

Your Reliable Partner in
Debt Capital Markets
DZ BANK is one of the Top 3 underwriters of EUR covered bonds from
European and non-European issuers. Through our unique distribution
channels, we offer our clients unparalleled access to the granular and
high-quality German investor base. As a primary swap counterparty,
DZ BANK offers Aa2 (Moody’s) and AA-1 (Fitch) Long-Term Derivative
Counterparty Ratings. You can rely on an excellent expertise in all
asset classes – global, local and sustainable.
Find more about us on www.dzbank.com/primarymarket or contact us
on dcm.international@dzbank.de

