


Bullet auctions: Spread vs the then-prevailing bullet curve

The refinancing is behind us! »

’ ® NDA BRF
o
+ Last week's bullet bond auctions marked the completion of August's s{ “

refinancing auctions.

* We dare to say that the outcome was as expected, with the 1Y and 3Y 3.
bullets from JRK and NDA, respectively trading at spreads of 2-4bp to the
prevailing bullet curve (see top chart).

* Thisis consistent with the expectation set out in the research note we o
published last Friday, which pointed out that the prospect of slight
liquidity headwinds for bullets argued in favour of spread widening of 2- prz8 Jize pnee jiz9 pns0 piE0 ns1 e
5bp (see here). Maturity

+ The auction results have partially fed through to the bullet curve, where Bullets: ‘Spreads vs DESTR
we have also seen 1Y-3Y bullets widen vs DESTR over the past week (see Generic par rate spreads, bp
bottom chart from the dashed line onwards). 50 1

— 1Y vs DESTR, Last: 22.7
—— 3Y'vs DESTR, Last: 32.6

- 5Y bullets have held up better, likely because their hedged and funded 45{ MY VsDESTRLasti 403

return per unit of spread risk did not appear quite as expensive as that of 10 \‘\'\"—’\‘w\\—/:\
the shorter-dated bullets.

351

* However, 3Y bullets may still be affected if the pickup in short-dated FX

forwards for a EUR investor (relative to DESTR-ESTR) is reduced. ]
« If we do not see substantial intervention in the FX market by Danmarks 25'M
Nationalbank, however, we may have to wait until 2027 before the net 20 -

position reaches levels at which the short-dated FX forwards move Mar26 AT 26 May-26 Jun26 26 a6
significantly (see also here). Date
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https://www.nykredit.dk/globalassets/cib/fixed-income-research/analyser/2026/08/likviditetsmodvind_2026-08-21_da.pdf
https://www.nykredit.dk/globalassets/cib/fixed-income-research/analyser/2026/08/likviditetsmodvind_2026-08-21_da.pdf

Correlation between Net Position and bullets

* The correlation between the Net

Position and the 1Y bullet-DESTR Sensitivity: 1bn reduction in Net Position -> +0.07bp RTL 1Y
spread suggests that bullets should RTL 1Y vs Net Position (Mar 2026-) (corr = -0.68)
underperform DESTR by just under 1bp
for every DKK 10 billion reduction in the - 240
Net Position. 281
- 260
+ Provided that the correlation holds, 1Y g 267 - 280
bullets only require about one bp of 2
additional spread widening in the E 24 - 300 é
current round. e : &
E ! ' 320
v | i
(=R ] [l
2 22 A - 340
20 - - 360
- 380
Mar-26 Apr'-zﬁ I‘-'Ia‘;f—zﬁ Jun'-za Ju|-'26 Aug'-zs Sep'-zs Oct-26
Date
—— RTL 1Y Deposits ---- Net Position: Daily Forecast MNet Position
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Liquidity outlook

* Last week, we received new estimates of the government's financing requirement in
2026 and 2027 from the Danish Ministry of Finance in connection with the August edition
of the economic survey.

 Starting with 2027, the expected financing requirement for 2027 indicates that the net
position will, overall, move sideways in 2027 — assuming an unchanged target for the
issuance of government bonds (DKK 65 billion).

* We must wait a little longer for a month-by-month breakdown of the financing
requirement for 2027 from Danmarks Nationalbank, but it is expected that the usual
seasonal decline in the net position in Q1 can also be expected to reach a level of DKK
40-60 billion next year.

* Depending on the starting level of the net position in 2027, this could well put pressure
on the pickup in short-dated FX forwards (vs DESTR-ESTR).

* Looking at 2026, the new estimates of the net financing requirement for 2026 (DKK 9
billion) indicate that the net position will end 2026 at DKK 350—-360 billion.

* The new estimate of the net financing requirement in 2026 represents a modest
downward revision relative to the December 2025 estimate (DKK 15 billion).

+ IF one assumes that the latest monthly forecast (from December 2025) remains valid
for the rest of the year — and thus does not anticipate a significant catch-up in the net
financing requirement, which YTD is just over DKK 40 billion lower than implied by the
December forecast, the net position is on track to end 2026 at DKK 320-330 billion.

* Experience in recent years shows that a catch-up is by no means a given.

* ltis notinsignificant whether the net position ends 2026 at DKK 350-360 billion or DKK
320-330 billion, and interventions in the FX market by Danmarks Nationalbank could
reduce it further.

* In August, the net position has, for instance, fallen by about DKK 5 billion more than
expected, which we believe can be attributed precisely to intervention(s) in the FX
market.

Nykredit

Net Position and Daily Forecast

DKKbn

380 1
360
340
320 4
300 A

280 4
—— Net Position, current

Daily Forecast, curreL
260 A

| 3989

7.0
326.6
Daily Forecast (updated), current: 323.7

Jan-26  Feb-26 Mar-26 Apr-26 May-26 Jun-26  Jul-26  Aug-26 Sep-26 Oct-26

Date

Net Position and Forecast for 2026 and 2027

DKKbn

350 4
300 A
26 206

2504] |

200 1

Net position, current: 317.0

EQY forecast (@R/FFL, Aug26)
EOM forecast (FL, Dec25)

EOM forecast updated (FL, Dec25)

51

19

Jan-25 May-25 Sep-25 Jan-26 May-26 Sep-26 Jan-27 May-27 Sep-27 Jan-28

Date

02-09-2026

4



Where it the greatest value?

* The chart shows the hedged and GOV, RTL & FRN - risiko/afiast
funded (HF) return for FRNSs, bullets and Last: 28 Aug 2026

government bonds adjusted for B
duration. 10.0 A GOV

1'35-Jan

* The chart assumes an identical repo NYK24TIZo% 2000
rate for all three types of bonds. 75 -

33-Jan

NYK 2.557% 29-Jul
* Especially the longest FRNs offer H&F
investors an excess return compared 50 7
W|th bulletS NYK 22(5;27278302:?]:‘ ||

NYK 2.5063% 28-Jul 1'294an

 DGB33 and DGB35 are currently the E 25 - N

most attractive, and this is also where 2 R—— e Kl

foreign investors are primarily showing &

interest in DGBs. s T / N
* Following spread widening between " o

FRNs and bullets during the summer, 7

the spread has generally tightened

again in August. 501 A2z
* However, short-dated FRNs have Ao

underperformed bullets marginally. -7.5 4

0 2 2 6 8 10

MOAD / Spreadrisk
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Bullets and EUR covered bonds: Spreads vs ESTR

Relative pricing .

351 — RTL 4.5 (incl. basis swap), last: 33.2
- German Covered 4.5Y, last: 38.0

+ To assess the relative pricing of bullets, we typically compare them with 50 {7/ Mich Coverst ., Rt Ahe
EUR covered bonds. . Spanish Covered 4.5, last: 45.5
A Italian Covered 4.5Y, last: 50.0
« At the same time, we look at the government-mortgage bond spread /LM‘J./ ,
between DBR and the covered bond spreads in the various countries. o1y
A
* Both charts show an increasingly rich pricing of Danish bullets over the 35 1

spring and summer, with spreads bottoming out at the end of July.
30 4

* Since then, Danish bullets have lost about S5bp relative to both swaps and

govern ment bondS, 2026-03 202.6-0-1 2[]2:5-05 202;5-06 2{:2;5-0? 202:5-08
Date Last obs:; 28 Aug

* Thus, the current pricing is somewhat less stretched as it was a month ago,

) : Bullets and EUR covered bonds: Spreads vs DGB/DBR
although Danish bullets can hardly be considered cheap. 5
* Given the liquidity outlook for the remainder of 2026, the pricing currently oo | T FILASY ast: 312
appears broadly fair. e Covelod sy, bk 348\
+ On Wednesday, 2 September, Danmarks Nationalbank will publish data oA Y ered .5y, tost: 354
on the currency reserve and any interventions in August. The market will J L CONRNED D
thus gain greater certainty as to how far we are from a unilateral Danish 35 4

interest rate hike.
30 4

25 4

2026-03 2026-04 2026-05 2026-06 2026-07 2026-08
Date t ot 3
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|s issuance back from the summer
holidays?

* Daily issuance appears to have picked up during last week.

* Naturally, bullet issuance last week was chiefly driven by the auction
offering. However, issuance of both callables and FRNs rose somewhat
from the otherwise low levels we have seen over the summer.

* The daily issuance of callables last week was about DKK 500 million per
day, up from around DKK 100-200 million.

* Some of this s likely attributable to last week effectively being the final
opportunity for issuance in 4'56 (apart from today, which would require
T+0 settlement).

* |t seems likely that the issue of callables may tick down slightly again.

* The FRN issuance also rose to around DKK 800 million per day, about a
doubling from what has been the case over the summer.

* [|tis not our expectation that the FRN issuance will rise significantly from
here.

* We still expect the daily issuance to total around DKK 1.5-2 billion per day.

* Accordingly, we expect bullet issuance in the coming weeks to be around
DKK 600-800 million per day.

Nykredit
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Another poor week for 5% callables

* 5% bonds continued to lose ground in OAS terms last week

« Although 5% bonds have lost just under 8bp vs swaps over the last two
weeks, this has only brought them back to about the same spread levels
as at the beginning of July, and the strong performance we saw
throughout June has thus not been reversed.

* We continue to interpret the spread widenings as a reaction to the
opening of a 5'59 10 drawing closer.

* However, the yield still needs to rise at least 30bp for 5'5910 to come into
play.

* Breakeven prepayments against duration-equivalent bullets are virtually
unchanged despite the spread widening in 5% bonds, as short-dated
bullets have likewise lost ground in recent weeks.

* Overall, we see a greater probability of further spread widening in 5%
bonds than the opposite.

* 4'56 also lost a little ground over the past week, probably due to the
additional issuance.

* Lower issuance should be able to give them some tailwinds relative to
other coupons this week.

Nykredit
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Change of maturity class from
4'56 to 4'59

« Tomorrow, issuance in 4'56 will close, after which all new issuance will
take place exclusively in 4'59.

* NYK 4'59 still consists of very small series, with approx DKK 0.9 billion in
non-lO and DKK 0.3 billion in 10, compared with DKK 107 million and DKK
23 billion, respectively, in NYK 4'56.

» Given the current pace of issuance, it will take up to two years before
these series approach each other in size.

* 4'59 is currently trading 3-4bp higher in terms of OAS than 4'56, and we do
not expect this spread differential to disappear in the short term. 4’56 will
therefore, with all probability, remain the benchmark and most liquid
series for quite some time yet.

* The experience from 4'53/4'56 provides a useful guide for the maturity
class spread. During the build-up of the 4'56 series, the spread was
predominantly around 1-5bp, while the IO spread was more volatile.

* We therefore see 1-5bp as a reasonable neutral range. Above 5bp, we
prefer 4'59, while below 1bp, we prefer 4'56.
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Foreign investors want government
bonds and long-dated bullets/FRNs

* Foreign investors reduced their portfolio of bullets and FRNs in July.
* Thereasons are the following;:

* Maturities of DKK 8.8 billion and DKK 4.5 billion, respectively, of bullets
and FRNs on 1 July.

* Active sell-off of DKK 4 billion of bullets and DKK 2.9 billion of FRNs.
* The sell-off has been centred around short maturities.
* Foreign investors continue to buy 3-year FRNs and 5Y bullets.

* The buying of 3Y FRNs is likely driven by the higher FRN-bullets spread at
the 3Y pointin July.

* We attribute the buying of 5Y bullets to the higher hedged and funded
return per unit of spread risk in longer maturities relative to short
maturities.

* Foreign investors continue to buy Danish government bonds.

* Their portfolio rose by DKK 3 billion in July and has increased by DKK 35
billion over the course of 2026, from DKK 175 billion to DKK 210 billion.

* Their ownership share rose by 4.7pp in 2026 to 36.3%, the highest level
since the end of 2014.
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Recommendations

« Our recommendations have generally had a good week. Currentrecommendations

Opening date Name Return 5bd Total return
* Our recommendation(s) of 4% callables vs a barbell of 5% and ;g;gggg; gg;'iiw V;G“[BYES'(Z%IS) ;(;330 %0718
. . -06- i'34 vs i’ . -0.
1%, mainly due to the 5% callables having had a tough week. SN e o e
. 2026-07-07 4'56 vs 1'50 & 5'53 0.11 -0.56
* Our recommendatlop of 5Y bullets vs 3Y bullets (swap- N EIECTE——— L ol
hedged) has moved into the money due to last week's
flattening of the bullets-DESTR spread curve. We do not see Outlook recommendations
much further performance potential, and close the Opening date _Name Return 5bd __Total return
d ki 2025-08-25 CITA vs CIBOR 3M FRN -0.01 -0.02
recommenaation. 2025-11-27 CIBOR 6M vs CIBOR 3M FRN 0.00 0.13
. 2026-01-15 NYK 4'56 vs RD 5'56 +JRK 1.5'53 10 0.10 -1.15
Our recommendation of German covered bonds vs 5Y bullets 026-01-26  4'56 ve RTLS 0.01 022

(including basis swap) lost a little ground last week _
Recommendation: 5Y bullets + overlays vs OTR callables

* However, we still do not expect that the current relative Return, %
. . . . . 0.6
pricing of 5Y bullets can be maintained in the slightly longer 0.4 — 5YRTL(MM) x1.0 vs OTR Callable (KEY4) x1.0, last: -0.65
. . . . ’ —— x1.0 + EUR1Y10Y (-200) vs OTR Callable (KEY4) x1.0, last: 0.35
term. We maintain this recommendation. 0.24 — x1.0 + EU051030 (-250) v§ OTR Callable (KEY4) 1.0, last: 0.06 /\/
. . YR 0 VU N WAV VI A WP B VAL A -
* We close our recommendation of 5Y bullets + swap/swaption Y / * \ N

overlays, which has moved into the money following the recent 041
underperformance in callables (see bottom chart). 0.6

—-0.81

* We see less potential for relative performance in 5Y bullets vs 1ol
callables from here. 124

* The two proposed overlays (EURTY10Y swaption or EUO51030 T'OlMay 1sway  oljm Iskm oIl IsMl OlAuw 15Aug
swap barbell) have worked well.

Date (Last obs: 28 Aug 2026)
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DISCLOSURE
This material was produced by Fixed Income Research, which is part of Nykredit Bank A/S ("Nykredit Bank" or "the Bank"). Nykredit Bank is a financial undertaking subject to the supervision of the Danish Financial Supervisory Authority.

Nykredit Bank participates in market-making schemes for Danish government and mortgage bonds and can, in its capacity as market maker, hold positions in Danish government and mortgage bonds.

Over the previous 12-month period, Nykredit Bank or companies of the Nykredit Group may have been lead manager or co-lead manager of any publicly disclosed offering of Danish government or mortgage bonds. Further information is
available on request.

Nykredit Bank or companies of the Nykredit Group are not involved in corporate finance activities or any other investment services or activities or ancillary services for companies referred to in the material.

This material contains information recommending or suggesting an investment strategy and was not produced by an independent analyst. Instead, it was produced by strategic analysts, whose recommendations are based on their
experience or knowledge in the financial area. It was not produced in accordance with regulation aiming to promote the independence of investment research and is therefore considered marketing material and not investment research. No
prohibition applies to trading in any financial instruments referred to in the material prior to its dissemination.

Nykredit Bank and companies of the Nykredit Group have not entered into any agreement with the issuer on the production of this material. This material has not been presented, in full or in part, to the company.

This material was finalised and released for distribution for the first time on the date and time stated at the top of the material.

Financial models and methods used

Calculations and presentations are based on ordinary econometric and financial tools and methods as well as publicly available sources. Assessments of Danish callable mortgage bonds are modelled using a proprietary model consisting of
a stochastic yield curve model and a statistical prepayment model calibrated to borrowers' historical prepayment behaviour.

Recommendation and risk assessment structure for government and mortgage bonds (incl covered bonds)
Nykredit Bank typically focuses on isolating relative value in fixed income and derivatives markets. Therefore, the interest rate and/or volatility risks of the strategy are typically hedged through other bonds or derivatives (swaps, swaptions,
caps, floors etc).

BUY: In our view, the bond pricing is fairly cheap relative to comparable alternatives in either the bond or the derivatives market. We expect that the bond will offer a higher return than any alternatives on a horizon of typically three months.

SELL: In our view, the bond pricing is fairly expensive relative to comparable alternatives in either the bond or the derivatives market. We expect that the bond will offer a lower return than any alternatives on a horizon of typically three
months.
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Risk warning
Any assessments and recommendations made in this material may involve substantial risk. Such risk, including a sensitivity analysis of the relevant assumptions, is stated in the material. All investors
should consider the purpose of their investment and make their own decisions as regards any kind of investment in financial instruments referred to in this material.

Regular updates of the recommendation are not scheduled, and any updates will therefore be on an ad-hoc basis.

Unless otherwise stated, all price information in this material is as at the trading day prior to the date stated on the front page.

For a list of all Nykredit Bank's government and mortgage bond recommendations in the last 12 months, including specific information on the individual recommendation, please see here.

Nykredit Bank has significant financial interests in relation to Nykredit Realkredit A/S in the form of general banking services and investments in bonds issued by Nykredit Realkredit A/S.

Nykredit Bank is a wholly-owned subsidiary of Nykredit Realkredit A/S. The material may contain a recommendation to buy bonds issued by Nykredit Realkredit A/S. This entails a conflict of interest
between Nykredit Bank and customers, as Nykredit Bank has a particular interest in selling bonds issued by companies of the Nykredit Group.

Information about Nykredit Bank

Nykredit Bank has adopted internal rules to prevent and avoid conflicts of interest in the preparation of research and to ensure effective communication barriers. Analysts at Nykredit Bank are obliged to
refer any communication that may affect the objectivity and independence of investment research to the Head of Research and the Compliance unit. Employees of Nykredit Bank must at all times be alert
to any potential or actual conflicts of interest between Nykredit Bank and customers, between customers, and between an employee on the one hand and Nykredit Bank or customers on the other, and
must endeavour to avoid conflicts of interest. Nykredit Bank has adopted a conflicts of interest policy on the identification, management and disclosure of conflicts of interest in connection with securities
trading and related services provided by Nykredit Bank for customers. If becoming aware of circumstances that may constitute a conflict of interest, Nykredit Bank's employees are obliged to disclose such
information to their line manager and to the Compliance unit, which will then determine how to proceed.

Fixed Income Research in Nykredit Markets operates independently of the units Debt Capital Markets & Sustainability and Financial Institutions Group and is organised independently of, and does not
report to, any other business units of the Nykredit Group. Employees are remunerated partly based on Nykredit Bank's overall performance, which includes income from investment banking transactions,
but do not receive bonuses or other remuneration directly related to specific corporate finance or debt capital transactions. Persons involved in the production of the material do not receive remuneration
related to investment bank transactions conducted by companies of the Nykredit Group.

Distribution of recommendations
The table below shows the distribution of Nykredit Bank's direct investment recommendations in investment research on government and mortgage bonds in the most recent quarter. No significant
investment firm services have been provided to issuers in the period. Current distribution of direct investment recommendations:

Recommendation |

Buy 50%

As at 13.12.2024
Note: Distribution of our recommendations, which therefore add up to 100%.


https://www.nykredit.dk/globalassets/markets/ftp/markets/dk/fixed-income/bond_recom_disclaimer.pdf

DISCLAIMER
This material was produced by Nykredit Bank for the personal information of the investors to whom the Bank has distributed the material. The material is based on information available to the public and own calculations based
on such information.

Nykredit Bank 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 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 the 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, investors should bear in
mind that the tax treatment depends on the investors' individual situation and may change in future. If the material contains information based on gross returns, such returns may be reduced by fees, commissions and other
costs.

Nykredit Bank and/or other companies of the Nykredit Group may buy, sell or hold positions in securities referred to in the material, and these companies may be involved in corporate finance activities or other activities for
companies referred to in the material.

This material may not be reproduced or redistributed without the prior consent of Nykredit Bank.
Special rules on crisis management in banks (bail-in):
Special rules apply to crisis management in banks. The rules prevent the use of taxpayers' money in times of crisis, meaning that banks will not be bailed out by rescue packages paid by the public. Instead, losses will be

borne by the shareholders and bondholders of crisis-stricken banks. This is called "bail-in".

It may be difficult for investors to predict the implications of the complex rules, and a crisis may hit very suddenly. If you invest in bank shares or securities issued by a bank, be aware of the special risk of a write-down or a
complete loss of your investment. A potential or current banking crisis will also have a huge impact on the liquidity of your investments.

Nykredit Bank A/S — Sundkrogsgade 25 — DK-2150 Nordhavn — Tel +45 44 55 10 00 — Fax +45 33 12 04 34
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