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Primary market update EUR benchmark bank bonds: Q3 2023

sk/ The primary market for senior unsecured bank bonds is heading for a new record in 2023. EUR benchmark
issuance in the first nine months was around EUR 173bn, 22% higher than the already strong previous year. The
disruption between 10 March and 4 April due to the banking turmoil originating in the US and Switzerland seems
almost forgotten; the first two quarters in particular contributed to the record volume. In the third quarter of 2023,
issuance was down 44% sequentially, reflecting the usual seasonal pattern driven by the summer lull. However,
the primary market volume of €33bn in Q3 was a solid 14% above the average of recent years (since 2016).

Unsurprisingly, French banks, which are very active on the capital markets and have high regulatory requirements
due to their size, continued to dominate the scene. The share of green paper rose by 1 percentage point quar-
ter-on-quarter to 24% of issuance in the third quarter. In the current interest rate environment, floaters are be-
coming more important for issuers. Furthermore, as we expected, there has been a slight shift from non-preferred
to preferred paper (around 50% in 9M2023 after 40% in FY2022): In our view, TLTRO repayments and compara-
tively tighter spreads argued for refinancing in senior preferred (see our annual forecast in the Primary Market
Update Bank Bonds of 5 Jan 2023).

We feel confirmed in our expectation of an extremely strong issuance year for senior unsecured bank bonds in
2023. In particular, long maturities and increasing competition for customer deposits in a rising interest rate envi-
ronment are driving new issuance. However, following the strong issuance so far this year, we expectissuance to
be subdued in the remaining weeks of the year and therefore confirm our unchanged estimate of around

EUR 190 bn for 2023 as a whole.

¢s/ On a nine-month basis, covered bond issuance was unusually high at around EUR 170 bn, again surpassing the
previous year's record (same period) of around EUR 165 bn. Momentum in the primary market is expected to slow
in the final quarter, not least because September was the weakest issuance month since 2016. The ongoing widen-
ing of spreads shows no signs of reversing and issuers have recently found it increasingly difficult to fill their order
books despite very respectable new issue premiums. The lower Bund swap spread is also having a negative impact
on yields. Transactions related to TLTRO redemptions are likely to have been largely completed and we believe
that the majority of issuers have already reached their issuance target for this year.

EUR benchmark issuance* 9M 2023: On a record course

EUR billions (fixed and variable rate, covered and senior unsecured benchmark issuance)
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*issuance volume of at least EUR 500 million
Sources: Bloomberg, Helaba DCM, Helaba Research & Advisory
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As in the previous quarter, maturities in the 4-5 year window continued to dominate. By country, Germany led the
way with a share of around 27%. At around 10%, the ESG share was slightly above last year's average (8%).

We are well on track with our forecast of EUR 175bn for the year and do not expect this to be significantly ex-
ceeded.

1. Senior Unsecured Bonds

9M 2023: Exceptionally strong year French banks remain ahead

EUR billions (cumulative benchmark issuance volume) EUR billions (benchmark issuance volume by country, 9M 2023)

210 210 .

mQl =H1 ®W9M mFY andere; FR; 20%
17%
180 180
150 150 DK; 2%
. 20,
120 120 AT; 3%
CH; 3%
90 90 ES; 11%
BE; 3% > 1%
60 60
30 30
. L0,
CA; 5% IT; 9%
0 0 )
2018 2019 2020 2021 2022 2023 SE; 6 A’GB; 8%
Sources: Bloomberg, Helaba DCM, Helaba Research & Advisory Sources: Bloomberg, Helaba DCM, Helaba Research & Advisory

Shorter maturities gain in importance Stable rating mix

EUR billions (benchmark issuance volume by maturity) EUR billions (benchmark issuance volume by rating*)
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Share of non-preferred remains 49 %
EUR billions (benchmark issuance volume by payment rank)
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Sustainable notes account for 24 % of total
issuance
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Variable interest rates attractive again
EUR billions (benchmark issuance volume by coupon type)
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Preference for regulatory call option
EUR billions (benchmark issuance volume by maturity type)
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High level of maturities in 2023*
EUR billions (benchmark maturity volumes)
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2. Covered Bonds

Aaa ratings dominate

EUR billions (benchmark issuance volume by rating*)
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Germany remains the benchmark

9M
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% (of benchmark issuance volume by country, 9M 2023)
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Issuance volume exceeds previous year's record

EUR billions (cumulative benchmark issuance volume)
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Sustainable covered bonds: slight increase

EUR billions (benchmark issuance volume by ESG instrument indicator)
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Maturities of 4-5 years en vogue

% (of benchmark issuance volume by maturity)
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2023 Maturities lower than previous year
EUR billions (benchmark maturity volumes by country)
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3. ECB’s targeted longer-term refinancing operations

TLTRO llI: Relatively limited use of repayment options

Overview of ECB’s targeted longer-term refinancing operations
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Sources: Deutsche Bundesbank Eurosystem, ECB Eurosystem, Bloomberg, Helaba Research & Advisory

Allocation

10.12.2020
18.03.2021
17.06.2021
23.09.2021
16.12.2021

Settlement

16.12.2020
24.03.2021
24.06.2021
29.09.2021
22.12.2021

Earliest volun-
tary repayment
(settlement)
22.12.2021
30.03.2022
29.06.2022
29.06.2022
29.06.2022

Maturity

20.12.2023
27.03.2024
26.06.2024
25.09.2024
18.12.2024

Allocated
amount
(EUR bn)
50.4
330.5
109.8
97.6
51.9

Outstanding
amount
(EUR bn)
37.3
257.6
64.2
89.7
42.4
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Sign up for our newsletter here:

https://news.helaba.de/research/
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Disclaimer

This publication was very carefully re-
searched and prepared. However, it con-
tains analyses and forecasts regarding
current and future market conditions that
are for informational purposes only. The
data are based on sources that we con-
sider reliable, though we cannot assume
any responsibility for the sources being
accurate, complete, and up to date. All
statements in this publication are for in-
formational purposes. They must not be
taken as an offer or recommendation for
investment decisions.
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