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New simplified redemption model for Danish callable bonds  

  

             

 Danish covered bond issuers are intro-

ducing a new, simplified model to han-

dle redemptions of callable bonds 

 The model will dismantle the co-called 

drawings  

 First impact will be from 22 May 2015 

introducing expected redemption rates 

 First redemptions and payments starts 

from the due date 1st October 2015 

 
Nykredit and all other Danish covered bond issu-

ers are introducing a new, simplified model to 

handle redemptions of callable bonds with annui-

ty cash flows. Nykredit has issued callable bonds 

denominated in DKK and EUR. 

 

The current model splits investor holdings into 

two separate holdings, so-called drawings, six 

weeks before the due date. This take place on 

the publication date.  

 

In the new model there will be no split of inves-

tor holdings. Redemption will take place on the 

due date when payments will also be processed 

as in the current model. Investors will no longer 

have to handle two separate holdings of the 

same bond at the same time. This will simplify 

the practical and technical handling of Danish 

covered bonds. Several international investment 

banks and I-CSDs (International Central Securi-

ties Depositories) have already stated that the 

simplified redemption method will pave the way 

for more international investors. 

  

The new model is based on the EU Corporate 

Actions standards and the fact that securities 

must comply with the EU Corporate Actions 

standards to be compatible with the coming pan-

European settlement platform, TARGET2 – Secu-

rities (T2S).  

 

The new redemption model requires only one 

corporate action step. On the due date, which is 

the settlement date (S) of the corporate action, 

  

part of the holding will be redeemed, and inves-

tors will be paid at the same time, just like under 

DvP settlement. It should be straight forward to 

handle this corporate action, even when omnibus 

accounts are used. Redemptions and payments 

can be distributed by standard pro rata method. 

Figure 1 illustrates the new model. 

  

Figure 1. New redemption model 

 

 

From the publication date, it is possible for in-

vestors to make forecasts of redeemed holdings. 

Each day from the publication date to the due 

date, estimated redemption amounts are calcu-

lated by the issuer's CSD and published by the 

stock exchange where the bonds are listed. All 

Nykredit’s callable bonds are currently listed on 

Nasdaq Nordic in Copenhagen 

  

Since the so-called drawings disappears, we will 

also see that the ex-date will move to two (T+2) 

days before the due date. On and after the ex-

date, trading prices will be without the redeemed 

part, and the price of the new holding will differ 

from that of the old holding in which the re-

deemed holding was included.  

 

 
  

 

  



Disclaimer 

The information in this material (hereinafter the “Information”) has been compiled by Nykredit Realkredit 

A/S (hereinafter “Nykredit”) for informational purposes only. The Information is solely based on infor-

mation accessible to the public. 

 

The Information is believed to be reliable. However, Nykredit does not guarantee the timeliness, 

sequence, accuracy, correctness, adequacy, or completeness of the Information or opinions contained 

therein. 

The Information does not constitute an offer to sell or the solicitation of an offer to buy any securities 

mentioned in the Information. 

 

Nykredit makes no representation and gives no advice concerning the appropriate legal treatment, 

regulatory treatment, accounting treatment or possible tax consequences in connection with an 

investment in securities mentioned in the Information. Before proceeding with any such investment 

investors should determine, without reliance upon Nykredit, the economic risk and merits, as well as the 

legal, tax, regulatory and accounting characteristics and consequences, of such an investment and that 

investors are able to assume these risks. Investors should conduct their own analysis, using such 

assumptions as they deem appropriate in making an investment decision. Nykredit does not accept any 

liability for any loss, howsoever arising, directly or indirectly from the issue of the Information or its 

contents including transactions made based on information therein. 

 

The Information contains certain tables and other statistical analyses (the “Statistical Information”) which 

have been prepared in reliance upon information accessible to the public. Numerous assumptions were 

used in preparing the Statistical Information, which may not be reflected herein. As such, no assurance 

can be given as to the Statistical Information’s accuracy, appropriateness or completeness in any 

particular context, nor as to whether the Statistical Information and or the assumptions upon which they 

are based reflect present market conditions or future market performance. The Statistical Information 

should not be construed as either projections or predictions or as legal, tax, financial or accounting 

advice. Calculations and presentations are based on ordinary econometric and financial tools and 

methods as well as publicly available sources.  

 

Assessments and recommendations, if any, made in the Information may involve substantial risks. Such 

risks, including a sensitivity analysis based on relevant assumptions, have been described in the 

Information. 
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