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Huge amounts in a European context

Monthly issuance, EURbn
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Four large issuers in a uniform market

Nordea

Realkredit Danmark

BRFkredit

Nykredit
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Dominated by local currency issues

m Danish kroner (bn) Euro equivalent (bn)

- 938 126
21 - 21
- - 147
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Jumbo size covered bond market

« 28 jumbo size bonds

* 4 denominated in euro
— Average size: EUR 4.3bn
— Total amount outstanding: EUR 11bn

« 24 denominated in Danish kroner (DKK)
— Average size: EUR 4.1bn
— Average of three largest bonds: EUR 13.1bn
— Total amount outstanding: EUR 98bn
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Eliminating balance sheet risk

Borrower

Principal & interest payment Interest, principal drawing

Cover/

Balance Wages and admin. costs

Fees & commissions Write-offs on mortgages

Return on reserves
Mortgage
bank
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Four main products

Adjustable Rate Mortgages (ARMs) account for 48%

Callables

Bullets (ARMs)

Capped floaters

Floaters
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Market risk on ARMs is transferred to borrowers

« Loan rate is fixed to market rates of mortgage bonds on a regular basis
« New rates are determined at fixed bullet auctions

« Principal payments on annuity loans are recalculated to market rates

« December is the prime auction month

Auction Auction Auction

Coupons and Coupons and
redemptions redemptions
are adjusted to are adjusted to
auction results auction results
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Maturity profile - reflecting borrowers reset periods
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Economy I: Unemployment is rising ...

350

300

250

200

150

100

50

0

1,000 persons

Unemployment
Forecast
1979 1982 1985 1988 1991 1994 1997 2000 2003 2006 2009F

The Euromoney Bond Investors Congress 2010 - The world's largest covered bond auction 24-02-2010 11



i<.
-
)
o
a
~

Economy II: ... and so are in arrears ...

In arrears, %
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Economy III: Timely action reduces pressures ...

Relative to GDP (%)
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Economy 1IV: ... and the debt to GDP ratio is at a low level
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Economy V: Housing market at a turning point ...

Change, YoY, %
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Repo eligibility

« EUR-denominated bonds issued out of Luxembourg are eligible for open
market operations with the ECB as well as Danmarks Nationalbank (NCB)

« DKK-denominated bonds are repo-eligible with the NCB
« The lending rate of the NCB is currently 1.05% (5bp above ECB)

« NCB is tracking euro market rates
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Yield pick-up vs euro market

YTM, % Spread, bp
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Asset swap spreads on Danish bullets
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Euro covered vs Danish bullets
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Covered bonds vs Danish bullets - 11
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Going forward: March auction is coming up

The Danish mortgage sector aims to spread refinancing over the year

Nykredit is first up with a large auction in March

EUR 7bn to be issued at auction

1Y bonds
— EUR 1bn SDO

s gy em

— DKK 6bn SDO
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Repossessions

17000
15000
13000
11000
9000
7000
5000
3000

1000

Number

1979

Repossessions

1984 1989 1994 1999 2004 2009F

The Euromoney Bond Investors Congress 2010 - The world's largest covered bond auction

24-02-2010 23



'<I
B
]
o
e
~

Housing burden eases throughout the country
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Sharp rise in house price confidence
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LTV distribution in the Nykredit Group
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Resurging interest rate sensitivity

Increased interest expenses as % of income

Interest rate sensitivity, all Denmark
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Disclosure

Investment research and marketing material

Research available to the public or distribution channels produced by Nykredit Markets's analysts is considered as
investment research. Recommendations to the public or distribution channels concerning financial instruments not
produced by Nykredit Markets's analysts are not considered as investment research, and no prohibition applies to trading
in any financial instruments referred to in the material prior to distribution. Such recommendations are considered as
marketing material.

Government and mortgage bond recommendation and risk assessment structure

Bond recommendation

Our investment research generally focuses on isolating relative value in the bond and derivatives markets. Therefore, the
interest rate and/or volatility risk of the strategy is generally hedged through other bonds or derivatives (swaps,
swaptions, caps, floors, etc). In contrast to outright recommendations, our investment research often includes a buy and
a sell recommendation.

BUY:

In our view, the bond is fairly inexpensive relative to comparable peers in either the bond or derivatives markets. We
expect that the bond will offer a higher return than its peers on a short-term horizon, ie usually three months.

SELL:

In our view, the bond is fairly expensive relative to comparable peers in either the bond or derivatives markets. We
expect that the bond will offer a lower return than its peers on a short-term horizon, ie usually three months.
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Disclosure

Recommendation on portfolio allocation
Our recommendations are based on a portfolio investor (long-only investor) with benchmarks in Danish government and mortgage
bonds.

OVERWEIGHT:
In our view, the return on the bond segment will be higher than the return on the total Danish bond market (Danish government and
mortgage bonds) in the next three months.

NEUTRAL:
In our view, the return on the bond segment will be in line with the return on the total Danish bond market (Danish government and
mortgage bonds) in the next three months.

UNDERWEIGHT:
In our view, the return on the bond segment will be lower than the return on the total Danish bond market (Danish government and
mortgage bonds) in the next three months.

Distribution of recommendations

The distribution of the direct investment recommendations by Nykredit Markets from Research, published within the past quarter, is
seen from our Current Strategies. The proportion of issuers within each category of investment recommendations for which Nykredit
Bank A/S has carried out major investment bank transactions in the past 12 months is also stated in Current Strategies. See Current
Strategies at nykreditmarkets.com.

Historical returns and price developments

To the extent that this material contains information on price developments and/or returns on Research's investment recommendations,
please refer to Historical returns and price developments, which provides information on prices and returns for the past five years (or
the life of the instrument concerned, if less than five years) of the financial instruments for which Research has made direct investment
recommendations. See Historical returns and price developments at nykreditmarkets.com.
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Disclosure

Information about Nykredit

This material has been produced by Nykredit Markets, which is part of Nykredit Bank A/S. Nykredit Bank A/S is a Danish
public limited company subject to the supervision of the Danish Financial Supervisory Authority.

Nykredit Bank A/S is wholly owned by Nykredit Realkredit A/S. Nykredit Bank A/S has significant financial interests in
Nykredit Realkredit A/S in the form of normal bank operations and investments in mortgage bonds issued by Nykredit
Realkredit A/S.

Nykredit Bank A/S and/or other companies within the Nykredit Group may buy, sell or hold positions in the financial
instruments referred to in the material, just as these companies may be involved in corporate finance activities or other
activities for companies referred to in the material.

Nykredit Markets acts as market maker in Danish government and mortgage bonds and may therefore have positions in
Danish government and mortgage bonds.

Nykredit Markets's investment research complies with the code of ethics of the Danish Society of Financial Analysts and
the recommendations of the Danish Securities Dealers Association.

Nykredit Markets has adopted internal rules to prevent and avoid conflicts of interest when preparing investment research
and has laid down internal rules to secure effective communication barriers. Nykredit Markets's analysts are obliged to
refer any communication that may affect the objectivity and independence of their research to the Head of Research as
well as the compliance function. The staff of Nykredit Markets must at all times pay attention to potential and actual
conflicts of interest between Nykredit Bank A/S and the customers, between customers and between staff on the one
hand and Nykredit Bank A/S or customers on the other hand and to endeavour to avoid conflicts of interest. Nykredit
Bank A/S has drafted a policy on conflicts of interest for the identification and handling of and information on conflicts of
interest in connection with securities trading and related services which Nykredit Bank A/S performs for customers. If the
staff of Nykredit Markets becomes aware of matters which may represent a conflict of interest, they are obliged to
disclose such information to their superiors and the compliance function, who then decide how to handle the situation.
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Disclosure

The research departments of Nykredit Markets work independently of the department Debt Capital Markets and are
organised independently of and do not report to other business areas within the Nykredit Group. The remuneration of
analysts is partly based on Nykredit Bank A/S's overall performance including income from investment bank transactions,
but excluding any bonus or other form of payment directly relating to specific corporate finance or debt capital
transactions. Investment research staff does not receive remuneration relating to investment bank transactions carried
out by companies in the Nykredit Group.

This material was released for distribution for the first time on the date stated on the front page.

Financial models and methods applied

Calculations and presentations are based on ordinary econometric and financial tools and methods as well as publicly
available sources. Assessments of Danish mortgage bonds are modelled using a proprietary mortgage bond model. The
mortgage bond model consists of a stochastic yield curve model and a statistical refinancing model calibrated to
borrowers' historical refinancing behaviour. The yield curve model is calibrated with liquid European interest rate
derivatives.

Unless otherwise specified, prices stated in this material prevailed at 15:40 on the trade day before the date on the front
page.

Risk warning

Assessments and recommendations, if any, made in this material may involve substantial risk. Such risk, including a
sensitivity analysis based on relevant assumptions, has been described in this material.
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Disclaimer

This material has been produced by Nykredit Markets, which is part of Nykredit Bank A/S, for the personal information of
the investors to whom Nykredit Markets has distributed the material. The material is solely based on information
accessible to the public.

Nykredit Markets does not accept any liability for the correctness, accuracy or completeness of the information in the
material. Recommendations are not to be considered as offers to buy or sell the financial instruments in question, and
Nykredit Markets accepts no liability for transactions based on information presented in the material.

Information on previous returns, simulated previous returns or future returns presented in the material cannot be used as
a reliable indicator of future returns, and returns may be negative. Information on price developments presented in this
material cannot be used as a reliable indicator of future price developments, and price developments may be negative. If
the material contains information on a specific tax treatment, it should be borne in mind that the tax treatment depends
on the investor's individual situation and may change in future. If the material contains information based on gross
returns, however, fees, commissions and other costs may reduce returns.
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