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A satisfactory H1/2018 in the upper end of our expected range

H1/2018

overview
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1 Profit (loss) after tax including interest on AT1 divided by either average equity for the period or allocated capital. ROAC: Profit (loss) after tax including interest on AT1 divided by business capital. 

Source: Nykredit Group H1/2018 report 

Profit in line with H1/´17 without one-offs and volatile items ROE and ROAC after tax
1
, %

■ Satisfactory first half of the year with business profit of DKK 3.8bn – better than expected

■ As expected lower than the very good H1/2017

■ ROE of 8.6% and ROAC of 11.6%

■ Net Interest Income growth of 1% excluding KundeKroner

■ Increasing business  volumes

■ Higher mortgage lending in Totalkredit and Wholsesale

■ Growth in bank lending and good inflow of customers

■ 13% growth in assets under management

■ Strong distribution power of partner banks and competitive pricing due to KundeKroner support competitive position

■ We still expect costs for the year to be lower than in 2017 despite 1.7% growth in costs in H1/2018

■ Credit quality remains strong reflecting the benign business cycle and strong property market
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■ Satisfactory development in our lending business

■ Mortgage lending in Totalkredit Partners up 3% and up 2% in Wholsesale

■ Retail bank lending including Secured Homeowner Loans grew 2.6% and Wholesale bank lending grew 13%

■ Assets under management grew 13% primarily from new funds

■ Group NII is increasing and margins are increasing in banking

■ Net Interest Income growth of 1% excluding KundeKroner

■ Increasing margins in Nykredit Bank (+7 bps. in H1)

■ We paid DKK 470m in KundeKroner to customers in Totalkredit in H1 and we are rolling out 

ErhvervsKroner to our corporate customers

■ Healthy inflow of new customers

■ We still expect costs for the year to be lower that 2017 despite 1.7% growth in costs in H1/2018

■ Business profit is better than expected

■ As expected lower than the very good H1/2017 as last year’s tailwind subsided…

■ …driven by lower investment portfolio income, fewer loan loss reversals and lower value adjustments on legacy 

derivatives
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Update on business development



We expect to report full year profits in the upper end of guidance

Guidance

■ Profits for H1/2018 is very satisfactory and better than expected

■ Overall credit quality remain strong and impairment charges are expected to remain low

■ Agriculture is a risk factor, but we have provisioned adequately 

■ As expected write backs, value adjustments of derivatives and investment portfolio income have not delivered 

the same extent of tailwind as in 2017

■ Guidance for profit before tax for 2018 maintained at DKK 6.5 to 7.5bn

■ We maintain our guidance, but based on events in H1/2018, including strong growth in customer activities, we 

now expect profit to be at the high end of the range

■ The most significant risk relates to impairments, particularly for agricultural customers as a result of the drought, 

and to investment portfolio income and derivatives as a result of, among other things, interest rate movements
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Net Interest Income growing, loan losses remain low

Business results
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■ Profit after tax of DKK 3.3bn delivering an ROE of 8.6% after tax and a ROAC of 11.6%

■ Overall we are satisfied with development in our business

■ The lower numbers this year are due to one-offs last year in the form of extraordinary high income, loan loss 

reversals and high investment portfolio

■ Total income from customer activities broadly in line with last year

■ NII up 3% excluding KundeKroner, NFI down 12% and Wealth Management income down 3%

■ Operating costs increased just under 2%, but we still expect to report lower costs in 2018 than in 2017

■ Impairment charges showed a loss of DKK 0.1bn compared to an income of 0.5bn last year where a few large loan 

loss provisions were written back

■ Business profit of DKK 3.8bn - higher than expected

DKKm H1/2017 H1/2018 Index

Income 7,419 6,337 85

Costs 2,373 2,414 102

Business profit before 
impairment charges 5,046 3,924 78

Impairment charges -448 103 -

Business profit 5,494 3,821 70

Legacy derivatives 1,366 219 16

Profit before tax 6,860 4,040 59

Tax 1,433 781 55

Profit 5,427 3,259 60



Impairments remain low. Income and profits ahead of expectations

Income of DKK 6,337m excluding 100m net KundeKroner

Group operational cost:income ratio

Impairment charges, DKKm

Business profit, DKKm

Source: Nykredit Q2/2018 report
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Business profit, DKKm

Bank lending up 2.6% in Retail and 13% in Wholesale business units

■ Satisfactory inflow of full-service customers

■ Bank lending including Secured Homeowner Loans up by 2.6% driven by inflow 

of new private customers and Secured Homeowner Loans

■ Mortgage lending down 2% driven by non-bank personal customers

■ Business profit of 1.7bn driven by lower trading income, fees and higher 

impairment charges compared to H1/2017  

■ Credit quality fundamentally strong reflected in low impairment charges

■ Higher impairments driven mainly by IFRS9 calibration and a court case

Retail Wholesale
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Retail (Personal and Business), 

DKKm
End-2017 H1/2018 Index

Mortgage lending 408,499 402,296 98

Bank lending 30,241 30,137 100

Secured homeowner loans 5,548 6,568 118

Deposits 46,646 47,201 101

■ Bank lending up by 13% while mortgage lending increased by 2%

■ Customer driven income in line with last year.

■ Lower trading and investment portfolio income drives total income 8% lower

■ Business profit of 0.9bn driven by lower trading income and less impairment 

reversals compared to H1/2017

■ Credit quality remains strong with virtually no new impairment charges

Wholesale (CIB and Markets), 

DKKm
End-2017 H1/2018 Index

Mortgage lending 185,734 188,794 102

Bank lending 19,672 22,206 113

Secured homeowner loans 837 1,018 122

Deposits 14,164 10,167 72

41%

Share of group business profit

2,211

1,674

H1/2017 H1/2018

Business profit, DKKm

23%

Share of group business profit

102.6
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Business profit, DKKm

Strong growth in Totalkredit Partners and Wealth Management

■ Totalkredit sees consistently high inflow of new customers

■ Supported by strong distribution power of partner banks

■ KundeKroner beginning to show effect

■ Volume up 3% since end-2017

■ Business profit of 1.2bn. Increase from 2017 entirely driven by impairment 

charges turning to an income compared to H1/2017

■ Credit quality remains very strong and impairment charges showing an income 

of DKK 44m

Totalkredit Partners Wealth Management
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Totalkredit, DKKm End-2017 H1/2018 Index

Mortgage lending 519,818 535,022 103

Secured homeowner loans 10,923 11,338 104

■ Assets under Management up 13%

■ Business result somewhat lower than last year due to impairment charges and 

higher costs

■ Business profit of 0.2bn broadly in line with last year

Wealth Management, DKKm End-2017 H1/2018 Index

Lending 10,779 11,679 108

Deposits 13,464 12,060 90

Assets under Management 178,906 202,425 113

Assets under Administration 792,710 688,620 87

32%

Share of group business profit

1,102
1,219

H1/2017 H1/2018

Business profit, DKKm

5%

Share of group business profit



Good Q2 with customer driven income up 2%
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Business results

■ Income from customer business up 2% in Q2 compared to Q1

■ NII up 1%, Wealth Management income +14% and Net Fees down 4%

■ Decline in total income entirely driven by volatile Trading, investment portfolio and other income

■ Costs increase 2% in Q2 but we still expect to see full year cost below the level in 2017

■ Slight increase in impairment charges due to a few large exposures in Nykredit Bank

■ Business profit of DKK 1.8bn for Q2 satisfactory and ahead of our expectations 

DKKm Q1/2018 Q2/2018 Index

Income

- Net interest Income

- Net fee income

- Wealth management income

- Net interest from capitalisation

- Trading, investment portfolio and other income

3,221

2,214

524

313

-90

261

3,116

2,240

503

357

-86

102

97

101

96

114

96

39

Costs 1,196 1,217 102

Business profit before impairment charges 2,025 1,899 94

Impairment charges -8 110 -

Business profit 2,033 1,788 88

Legacy derivatives 24 195 813

Profit before tax 2,057 1,983 96

Tax 395 386 98

Profit 1,662 1,597 96

102
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Agriculture Owner-Occ. Nykredit Group

Credit quality remains strong but agriculture is challenged

75-day mortgage arrears, %

Nykredit’s mortgage exposure to agriculture

Mortgage lending: Write-offs as a % of debt

Agricultural exposure and provisions, DKKbn

Source: Nykredit Group Q2/2018 report and Fact Book
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Dairy Pigs Crops Part-time farmers Specialty farms

Exposure Provisions Maximum LTV Indexed LTV

Mortgage lending 90.1 1.3 60/70%
Avg.: 63%

Median: 29%

Bank lending 3.2 0.1 - -

■ Total mortgage exposure of DKK 90.1bn

■ DKK 80.6bn is below 60% indexed-LTV

■ DKK 7.6bn is between 60% and 80% indexed-LTV

■ DKK 2.0bn is above 80% indexed-LTV

■ Nykredit has provisioned adequately

DKK 90.1bn
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Housing markets remains strong and supports credit quality

Debt share of disposable income

Total impairment provisions and write-offs, DKKm

Housing burden, % of disposable income

Credit metrics

Source: Nykredit Group Q2/2018 report and Fact Book and Statistics Denmark
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% 2014 2015 2016 2017 Q2/2018

Impairment charges

- Mortgage lending 0.19 0.09 0.07 0.04 -0.01

- Bank lending 0.22 -0.12 -0.15 -0.15 0.13

Nykredit Group

- Non-performing loans 2.47 2.56 2.47 2.03 2.02

- Cover ratio* 31.5 28.7 28.9 32.4 33.0

Acquired properties, stock 239 159 114 63 35

*Reserves for impaired loans / impaired loans
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Strong CET1 ratio and issuance of Senior Non-Preferred debt

Capital development in H1/2018

■ REA up 3% driven by higher loan volumes and operational risk

■ CET1 ratio amounts to 20.5%

■ Significantly above capital policy of 15.5 – 16.5% CET1 but in line with 

target of maintaining buffer for Basel IV impact

■ CET1 accumulation of DKK 1.9bn in H1/2018

■ No current plans to issue AT1 or Tier 2 capital

Funding plans

■ Nykredit issued EUR 500m of Senior Non-Preferred debt in early July

■ We expect to issue DKK 0-5bn of Senior Non-Preferred debt in the remainder of 

2018

■ New law will increase amount of bail-inable liabilities from currently DKK 100bn 

to 120-130bn by end-2021

■ Part  of the increase will be covered by refinancing of senior debt types

■ Covered bonds issued daily and in quarterly auctions

■ Quarterly refinancing auction of covered bonds running this week with sale of 

DKK 42bn worth of bonds

Group facts

Nykredit Group End-2017 H1/2018

Risk Exposure Amount (REA) 335.7bn 346.8bn

CET1 69.4bn 71.3bn

CET1 ratio 20.6% 20.5%

Total capital ratio 23.9% 23.0%

Leverage ratio 4.6% 4.8%

Pillar I 8.0 8.0

Pillar II 2.2 2.1

Solvency requirements 10.2 10.1

Nykredit Group maturity profile, EURm

Source: Nykredit company reports
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Concluding remarks

A good first half

year

■ Profits for H1/2017 is very satisfactory and better than expected

■ Healthy inflow of customers and healthy volume growth in both mortgage lending, banking and Wealth 

Management

■ Overall credit quality remains strong and loan loss provisions are expected to remain low

■ Agriculture is a risk factor, but we have provisioned adequately 

2018 guidance

■ Guidance for profit before tax for 2018 maintained DKK 6.5 to 7.5bn

■ We maintain our guidance, but based on events in H1/2018, including strong growth in customer activities, we 

now expect profit to be at the high end of the range

■ The most significant risk relates to impairments, particularly for agricultural customers as a result of the drought, 

and to investment portfolio income and derivatives as a result of, among other things, interest rate movements
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Nykredit Group financial ratios

2014 2015 2016 2017 Q21/2018

Net interest income

- as % of lending and deposits
0.69 0.69 0.71 0.70 0.70

Profit (loss) for the period

- as % pa of average equity
-0.5 5.0 8.0 10.9 8.6

Total assets, DKKbn 1,457.3 1,383.8 1,400.6 1,426.7 1,422.3

Risk Exposure Amount (REA), DKKbn 358.7 310.3 348.4 335.7 346.8

Leverage ratio, % - - 5.0 4.6 4.8

Total capital ratio, % 17.2 20.7 21.9 23.9 22.6

CET1 capital ratio, % 15.4 19.4 18.8 20.6 20.1

For the purpose of return on equity, the Additional Tier 1 (AT1) capital raised in Q3/2016 is treated as a financial obligation for accounting purposes, and the dividends for the period thereon for accounting purposes are 

included as interest expenses on subordinated debt in the profit for the year
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Disclaimer

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 primarily based on information 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 , nor does Nykredit make any representations or warranties of any kind, whether express or implied.

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 or warranties 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.

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 this 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, it should be borne in mind that the tax treatment depends on the investor's individual 

situation and may change in future. If the material contains information based on gross returns, however, fees, commissions and other costs may reduce returns.

Nykredit and/or other companies of the Nykredit Group are financial institutions and banks that trade in securities. Any company in the Nykredit Group may buy, sell or hold 

positions in the securities mentioned in the Information, just as these companies may be involved in activities involving companies mentioned herein.

The Information is being directed at you solely in your capacity as a relevant person for your information and may not be reproduced or redistributed or passed on to any 

other person or published in whole or in part, for any purpose, without the prior written consent of Nykredit. Relevant persons are persons who have professional 

experience in matters relating to investments in securities mentioned in the Information and to whom the Information may be lawfully communicated. The Information may 

not be acted on or relied on by persons who are not relevant persons.

Nykredit - Kalvebod Brygge 1-3 – DK-1780 Copenhagen V - Tel +45 44 55 18 00 - Fax +45 44 55 18 01
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Investor Relations contacts

Morten Bækmand Nielsen

Head of Investor Relations

Tel: +45 44 55 15 21

Mobile: +45 23 39 41 68

Email: mobn@nykredit.dk

Our investor website www.nykredit.com/ir contains:

■ General information

■ Press releases

■ Financial and CSR reports

■ Risk and capital reports

■ Bond data

■ Prospectuses

■ Publications on markets

■ Cover pool data

23-08-2018 17

Marie Louise Lund

Investor Relations Manager

Tel: +45 44 55 14 67

Mobile: +45 23 67 49 30

Email: mllu@nykredit.dk


