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Primary market update EUR benchmark bank bonds: Q4 2023

sk/In Q4 2023, the volume of senior unsecured, euro-denominated benchmark bank bonds on the primary
market reached a very strong level for a final quarter of around EUR 33 billion. While this was 25 % lower than in
the exceptionally good fourth quarter of 2022, it was nonetheless significantly higher than in previous final quar-
ters. For 2023 as a whole, the total volume achieved a new record of rd. EUR 206 billion - once again beating
the 2022 top by around 10 %. The market quickly bounced back from the hiatus due the turmoil in the US and
Swiss banking sectors between 10 March and 4 April. The first two quarters, in particular, contributed to this rec-
ord volume, with a high level of maturities and increasing competition for customer deposits within an environ-
ment of rising interest rates acting as the principal catalysts.

2023 was marked to a large extent by the following developments. French banks continued to dominate, their ac-
tivity on capital markets remained strong partly driven by the fact that they are subject to stringent capital re-
quirements due to their size. Around a quarter of total placements were structured as sustainable issues. At cur-
rent interest rate levels, floaters are becoming increasingly attractive again for issuers. In addition, there was a
moderate shift from non-preferred to preferred issues (approx. 50 % in 2023, vs. 40 % in 2022), with TLTRO re-
demptions and comparatively narrower spreads as factors that may explain the trend towards greater issuance in
the senior preferred category (see also Primary market update EUR benchmark bank bonds of 9 January 2024).

With an eye to 2024, we expect further growth in the total issuance volume of senior unsecured, euro-denomi-
nated benchmark bank bonds to around EUR 220 billion. The key driver for this is likely to be a continued in-
crease in maturities as well as a decline in customer deposits, as the higher interest rate environment makes alter-
native investments more attractive. At the same time, regulatory requirements will remain a decisive factor for
senior non-preferred issues. For fixed-to-float bonds, it is probable that even those maturing in 2025 will be of
relevance as these bonds can be called one year ahead of maturity before they lose their status as MREL-eligible
instruments (see Regulatory call option for non-preferred bonds becoming standard). Liquidity provided by the
ECB will decrease; however, there will be no repeat of the high level of TLTRO refinancing seen in 2023, espe-
cially as we believe the programme was primarily used due to its attractive conditions rather than, atleast to a
lesser extent, as a means of refinancing core business activities. More subdued lending is likely to have a some-
what adverse effect on primary market activity. Given a market environment that remains volatile and burdened by
crises, getting the timing right is still a challenge and any windows of opportunity will be actively seized upon -
even at higher spread levels.

EUR benchmark* issues in 2023: Another record year
EUR billions (fixed 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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https://www.helaba.de/blueprint/servlet/resource/blob/docs/604260/929928970a9e7fc7849165561b27dd34/primary-market-update-banks-20230109-en-data.pdf
https://www.helaba.de/blueprint/servlet/resource/blob/docs/560198/33c74699072af2ba3cf5c069838df4c4/cs-20210729-data.pdf
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1. Senior unsecured bonds with fixed coupons

2023: An extraordinarily strong year

EUR billions (cumulative benchmark issuance volume)
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Sources: Bloomberg, Helaba DCM, Helaba Research & Advisory

Shorter and medium-term maturities prove
popular

EUR billions (benchmark issuance volume by maturity)
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Sources: Bloomberg, Helaba DCM, Helaba Research & Advisory

Share of non-preferred issues drops to 50 %

EUR billions (benchmark issuance volume by payment rank)
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Sources: Bloomberg, Helaba DCM, Helaba Research & Advisory

French banks particularly active
EUR billions (benchmark issuance volume by country, FY 2023)
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Stable rating distribution

EUR billions (benchmark issuance volume by rating*)
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*Moody’s rating at time of issuance
Sources: Bloomberg, Helaba DCM, Helaba Research & Advisory

Preference for regulatory call option

EUR billions (benchmark issuance volume by maturity type)
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25 % of total volume attributable to sustainable High level of maturities in 2024*

issues
EUR billions (benchmark issuance volume by ESG instrument indicator) EUR billions (benchmark maturity volumes)
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Floaters regain their attractiveness

EUR billions (benchmark issuance volume by coupon type)
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2. ECB’s targeted longer-term refinancing operations

TLTRO lll: Holdings being run down

Overview of ECB’s targeted longer-term refinancing operations

Earliest volun- .
. . Allocated Outstanding
Allocation Settlement ta(l;);:telzi:z:;:)nt Maturity amount (EUR bn) amount (EUR bn)
TLTRO-IIL.7 18.03.2021 24.03.2021 30.03.2022 27.03.2024 330.5 215.5
TLTRO-II1.8 17.06.2021 24.06.2021 29.06.2022 26.06.2024 109.8 53.2
TLTRO-III.9 23.09.2021 29.09.2021 29.06.2022 25.09.2024 97.6 84.8
TLTRO-III.10 16.12.2021 22.12.2021 29.06.2022 18.12.2024 51.9 38.8

Sources: Deutsche Bundesbank Eurosystem, ECB Eurosystem, Bloomberg, Helaba Research & Advisory
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https://www.ecb.europa.eu/mopo/implement/omo/html/index.en.html
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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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