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Nykredit's index universe is extended by four new indices based 

on floating-rate bonds. The purpose of the new indices it to 

compare floating-rate bonds across other bonds – like the 

bonds in our Constant Maturity Universe (read more about our 

CMI universe here).  

 

The challenge is that the CM indices are based on interest rate 

risk, which is limited for floating-rate bonds. This is why the new 

indices are so-called Constant Spread Risk Indices (CSR in-

dices), where we replicate the market to the best of our ability 

by maintaining a constant spread risk instead of a constant in-

terest rate risk. The indices are moreover divided into conven-

tional and green bonds. In this way, we provide an implied indi-

cation of the green premium. We have provided a list of 

Nykredit's CSR indices below: 

 

Bond selection 

Bonds of the CSR indices are exclusively floating-rate bonds. 

Bonds may have Cita or Cibor as reference rate. Bonds must 

be denominated in DKK, however. 

 

Bonds cannot have interest rate floors or caps. Bonds must 

also be non-callable and issued by one of the four major mort-

gage banks (see 6 in the portfolio criteria to the right) and have 

outstanding amounts of more than EUR 250m. Moreover, a re-

quirement of time-to-maturity applies to the indices (see 8 be-

low). 

Index weights 

Nykredit's CSR indices use the same methodology as 

Nykredit's CM indices. We seek to obtain the best possible mar-

ket replication and to maintain a pre-determined spread risk. 
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 Nykredit launches four new indices based on floating-rate bonds 

 The indices are based on spread risk; we call them Constant Spread Risk Indices 

 The CRS indices consists of two indices of conventional floaters and two indices of green floaters 

Nykredit launches four new indices based on floating-rate bonds. The indices are close to our CMI universe. The main difference is 

that we rather want a constant spread risk than a constant interest rate risk when indices are rebalanced. The indices are based on 

either conventional or green floaters. This way, we estimate the green premium. The indices are rebalanced monthly to maintain the 

pre-determined spread risk to some extent. 

List of CSR indices 

Spread risk 1 3 

CSRI (conventional) X X 

CSRIG (green) X X 

As issuance of green bonds increases, new indices can be created. 

Source: Nykredit Markets  

Portfolio criteria of the Nykredit CSR indices 

 Criterion 

1 Bonds must be floating-rate 

2 Bonds cannot have interest rate floors or caps 

3 Bonds must be non-callable 

4 Outstanding amounts must exceed EUR 250m 

5 Bonds must be past their first payment date 

6 
Bonds must be issued by: Nykredit Realkredit, Realkredit Danmark, 

Jyske Realkredit or Nordea Kredit 

7 Bonds must be denominated in DKK 

8 

For CSR3, the time-to-maturity of the bonds must be at least one 

year For CSR1, the time-to-maturity of the bonds must be at least 

two months 

9 The bonds are divided into green and conventional bonds 

10 
The bonds are grouped according to spread risk: 1, 3 and 5, respec-

tively 

11 
The indices are rebalanced two business days before the first day of 

each month 

12 

Index weights are determined by minimising the squared difference 

between the market weight of the bond groups when obtaining the 

desired spread risk 

13 

If there is no solution to the minimisation problem, the bond uni-

verse is expanded, and the requirement for outstanding amounts is 

lowered to EUR 100m. 

14 
If there is still no solution, the spread risk is adjusted by +/- 0.25, un-

til a solution is found 

Source: Nykredit Markets 

https://www.nykredit.dk/globalassets/markets/ftp/markets/dk/indeks/cmindeks/cm_index_beskrivelse.pdf
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This is possible by solving a minimisation problem, which forms 

the basis for the nominal weights of the indices. 

 

After the bond selection (see above table), the bonds are 

grouped according to their time-to-maturity, and we then deter-

mine a group's market weight and spread risk. Then, a minimi-

sation algorithm is applied to minimise the groups' squared de-

viations from the market weight while maintaining the desired 

spread risk (see appendix of this link link for further information 

about the minimisation problem and the algorithm).  

 

If there is no solution to the minimisation problem, the bond uni-

verse is initially expanded, and the requirement for outstanding 

amounts is lowered to EUR 100m. If the minimisation problem 

is still not solved, the spread risk is adjusted by +/- 0.25, until a 

solution is found. 

 

Bonds must be past their first payment date 

Furthermore, the bonds in the indices must be past their first 

payment date. When mortgage banks open and start issuing 

new floaters, cash flows are unknown, and we therefore have to 

make assumptions. This could lead to substantial changes 

when we receive the actual cash flow data and could cause ma-

jor jumps in spread risk, which we consider unfortunate.  

 

Calculation of key figures 

We aim to make calculations as transparent as possible. For 

this reason, all key figures (index weights, return, risk numbers) 

are calculated based on official prices from Nasdaq Copenha-

gen.  

 

When calculating spread risk, however, we use Nykredit Mar-

kets's prepayment model, which also calculates spread risk in 

the index weighting on the basis of official prices. 

 

As bonds are non-callable and does not have an interest floor 

or cap, thus the spread risk is mainly defined by the cash flow.  

 

Key figures and history 

We calculate the same risk figures on all our indices. We calcu-

late return, interest rate risk, spread risk as well as spreads to 

swap and government yield curves and more.  

 

As the bonds cannot have an interest rate floor, we have a 

problem when moving further back in time. Before 2015, nega-

tive interest rates did not present an issue, and for this reason it 

was not specified whether the bond had an interest rate floor or 

not. We therefore risk ending up in a situation, where a bond 

did not have an interest rate floor before 2015 but had one in 

2015.  

 

For the conventional indices, our calculations go back to Febru-

ary 2016. As only a few ISINs qualify for the indices, we cannot 

meet the spread risk target. CSRI1 does not meet a spread risk 

of 1 until August 2016, and CSRI3 does not meet a spread risk 

of 3 until November 2016. The chart below shows the develop-

ment in spread risk.  

 

For the green indices, historical data are even more limited. The 

first payment date of the first green bond was in October 2019. 

Therefore, inception of the green indices is in June 2020. How-

ever, it is not until around July 2021 that the green universe is 

large enough for us to meet the desired spread risk. The chart 

below shows the spread risk of the green indices.  

 

Where to find the indices 

At Nykredit's website you will find all indices. They will also be 

available at Nykredit Markets's sFTP server and at Bloomberg. 

The table below shows the tickers of each index. 

 

Spread risk of CSRI1 and CSRI3 

 
At inception, the indices consist of few ISINs, and consequently we cannot 

meet the desired spread risk until summer 2016. 

Source: Nykredit Markets 

Spread risk of CSRGI1 and CSRGI3 

 

At inception, the indices consists of few ISINs, and consequently we cannot 

meet the desired spread risk until summer 2021. 

Source: Nykredit Markets 
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List of tickers of CSR indices 

Spread risk 1 3 

CSRI Total Return NYKRCSI1 NYKRCSI3 

CSRIG Total Return (green) NYKRGSI1 NYKRGSI3 

   

CSRI Spread Risk NYKRCSS1 NYKRCSS3 

CSRIG Spread Risk (green) NYKRGSS1 NYKRGSS3 

Both total return and spread risk will be available on Bloomberg. 

Source: Nykredit Markets 
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DISCLOSURE 

 

This research is non-independent research prepared by Fixed Income & Nordic Research in Nykredit Markets. Non-independent re-

search is a marketing communication and does not constitute independent, objective investment research and is thus not subject to the 

legal requirements applicable to independent investment research. Therefore, it is not subject to any prohibition on dealing ahead of the 

dissemination of the marketing communication.  

 

Recommendation and risk assessment structure for government bonds and bonds issued by financial institutions, including 

covered bonds 

Bond recommendations  

The research of Fixed Income & Nordic Research generally focuses on isolating relative value in bond and derivatives markets. There-

fore, 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 research often includes both a buy and a sell recommendation. 

 

BUY: In our view, the bond is fairly inexpensive relative to comparable alternatives in either the bond or derivatives markets. We expect 

that the bond will offer a higher return than the alternatives on a horizon of usually three months. 

SELL: In our view, the bond is fairly expensive relative to comparable alternatives in either bond or derivatives markets. We expect that 

the bond will offer a lower return than the alternatives on a horizon of usually three months. 

 

Recommendations on portfolio allocation 

The recommendations of Fixed Income & Nordic Research are based on a portfolio investor (long-only investor) in government bonds 

and bonds issued by financial institutions. Click on the following link to see a list of all recommendations on financial instruments or 

issuers disseminated by Fixed Income & Nordic Research in Nykredit Markets over the past 12 months. 

 

OVERWEIGHT: In our view, the return on the bond segment will be higher than the return on the total Danish bond market (Danish 

government bonds and bonds issued by financial institutions) 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 govern-

ment bonds and bonds issued by financial institutions) 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 bonds and bonds issued by financial institutions) in the next three months. 

 

Distribution of recommendations 

The distribution of the direct investment recommendations from Fixed Income & Nordic Research within the past quarter is shown in 

Table 1 and Table 2. Proportion I is the distribution of our recommendations and it therefore sums to 100%. Proportion II is the share of 

issuers within each category above for which Nykredit Bank A/S has carried out major investment bank transactions in the past 12 

months. 

 

Table 1: Recommendations – fixed income Proportion I Proportion II 

Buy 50 0 

Sell 50 0 

Table 2: Recommendations – portfolio allocation Proportion I Proportion II 

Overweight 0 0 

Neutral 0 0 

Underweight 0 0 

Source: Nykredit Markets  

 

Historical returns and price developments 

To the extent that this material contains information on historical prices and/or returns, reference is made to historical returns and prices 

at nykredit.dk, which provides information on price developments and returns for the past five years (or the life of the instrument con-

cerned, if less than five years) of the financial instruments for which Fixed Income & Nordic Research has made direct investment rec-

ommendations.  

 

Information about Nykredit 

This research has been prepared by Nykredit Markets, which is part of Nykredit Bank A/S. Nykredit Bank A/S is a financial undertaking 

subject to the supervision of the Danish Financial Supervisory Authority. Nykredit Bank A/S is a wholly-owned Danish subsidiary of 

Nykredit Realkredit A/S. Nykredit Bank A/S has significant financial interests in relation to Nykredit Realkredit A/S in the form of stand-

ard bank operations and investments in covered bonds and mortgage bonds issued by Nykredit Realkredit A/S. The research complies 

with the recommendations of the Danish Securities Dealers Association. 

https://www.nykredit.dk/globalassets/markets/ftp/markets/dk/fixed-income/RecomOverview.pdf
https://www.nykredit.dk/globalassets/markets/ftp/markets/dk/fixed-income/RecomOverview.pdf
https://www.nykredit.dk/globalassets/markets/ftp/markets/dk/fixed-income/histreturn.pdf
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Within the past 12 months, Nykredit Bank A/S has carried out major investment bank transactions for – and has acted as manager of 

public offerings of securities issued by – Bank of America, BNP Paribas, BPCE, Credit Mutuel Arkea, Danske Andelskassers Bank A/S, 

DLR Kredit A/S, DSV A/S, Erste Group Bank AG, Goldman Sachs, Heimstaden AB, ING Belgium SA/NV, Intrum AB, J.P. Morgan, Jut-

lander Bank A/S, Klövern AB, Morgan Stanley, Nordfyns Bank A/S, Nykredit Realkredit A.S., Sparekassen Djursland, Sparekassen 

Sjælland-Fyn A/S, Sparekassen, Vendsyssel, STG Global Finance B.V., Unicredit, Vestjysk Bank A/S. 

 

Nykredit Markets acts as market maker in Danish government bonds, Danish covered bonds and Danish mortgage bonds and may 

therefore have positions in these securities. Nykredit Markets also acts as primary dealer for Swedish sovereign debt and Swedish cov-

ered bonds. 

 

Nykredit Bank A/S has a policy on conflicts of interest for the identification, handling and disclosure of conflicts of interest in connection 

with the securities trading Nykredit Bank A/S performs for customers. The staff of Nykredit Markets must at all times be alert to any 

conflicts of interest between Nykredit Bank A/S and customers, between customers, and between staff on the one hand and Nykredit 

Bank A/S or customers on the other, and must endeavour to avoid conflicts of interest. If the staff of Nykredit Markets become 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 will then decide how to handle the situation.  

 

Fixed Income & Nordic Research in Nykredit Markets works independently of Debt Capital Markets, is organised independently of and 

does not report to any other business areas within the Nykredit Group. The non-independent team of analysts in Fixed Income & Nordic 

Research may be physically located together with the Sales and Trading functions of Nykredit Markets and may consult with them regu-

larly about market information, including prices and spread levels and trading activity in relation to specific instruments, sectors and 

asset classes for the purpose of the preparation of marketing communications. Recommendations from analysts of Fixed Income & 

Nordic Research may differ from recommendations made in Nykredit Markets's Sales and Trading functions and the functions which 

prepare investment research.  The remuneration of analysts is partly based on Nykredit Bank A/S's overall performance including in-

come from investment bank transactions. However, analysts do not receive any bonus or other form of payment directly relating to spe-

cific corporate finance or debt capital transactions. Research staff do not receive remuneration relating to investment bank transactions 

carried out by companies in the Nykredit Group. 

 

This investment research was finished and 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 callable mortgage bonds are modelled using a proprietary model consisting of a stochastic yield struc-

ture model and a statistical refinancing model calibrated to borrowers' historical prepayment behaviour. The models have been ap-

proved by the Danish Financial Supervisory Authority. 

 

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

page. 

 

Risk warning 

Assessments and recommendations, if any, made in this publication may involve substantial risks. Such risk, including a sensitivity 

analysis based on relevant assumptions, is described in this research. All investors should consider the purpose of their investment and 

make their own decisions as regards any kind of investment in financial instruments mentioned in this research. 

 

DISCLAIMER 

This material has been produced by Nykredit Markets for the personal information of the investors to whom Nykredit Markets has dis-

tributed the material. The material is based on information available to the public and on own calculations based on the same. 

 

The security price, if any, mentioned together with the key figures, is only stated for the purpose of documentation of calculation of key 

figures. The security price may not be used, neither externally nor internally. 

 

Nykredit Markets accepts no liability for the correctness, accuracy or completeness of the information in the material. Recommenda-

tions are not to be considered as offers to buy or sell the securities in question, and Nykredit Markets accepts no liability for transac-

tions 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 indi-

cator 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. Gains may increase or decrease due to ex-

https://www.nykredit.dk/globalassets/markets/ftp/markets/disclosure_disclaimer/fi_uk/financialModelDisc_uk.pdf


 

6 
 

change rate fluctuations. If the material contains information on a specific tax treatment, investors should bear in mind that the tax treat-

ment depends on the investor's individual situation and may change in future. If the material contains information based on gross re-

turns, such returns may be reduced by fees, commissions and other costs. 

 

Nykredit Bank A/S 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 distributed without the prior consent of Nykredit Markets. 
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