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Typical D-SIB SRF for sovereign's rating level (assuming high propensity)
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Support Rating Floor:

Support Factors

Sovereign ability to support system

Size of banking system relative to economy
Size of potential problem

Structure of banking system

Liability structure of banking system
Sovereign financial flexibility (for rating level)
Sovereign propensity to support system
Resolution legislation with senior debt bail-in
Track record of banking sector support
Government statements of support
Sovereign propensity to support bank
Systemic importance

Liability structure of bank

Ownership

Specifics of bank failure

Policy banks

Policy role

Funding guarantees and legal status
Government ownership
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Leading Danish Mortgage

Lender

Strong Asset Quality

Conservative Risk Appetite

Good Profitability

Wholesale Funding
Reliance

Solid Capitalisation

Sensitive to Funding
Access

Upgrade Unlikely

Nykredit's ratings reflect its leading Danish mortgage franchise, resilient asset quality and robust

capitalisation. The ratings also factor in Nykredit's good profitability and heavy reliance on wholesale funding.

The loan book is of good quality. The vast majority of loans are performing mortgage loans, with a small
proportion of higher-risk non-mortgage lending in Nykredit Bank.

Management aims to grow and diversify the bank in Denmark, although we expect this to be achieved

mortgage lending to remain resilient, supported by the domestic recovery.

without increasing risk appetite, as growth will mainly focus on cross-selling. Fitch expects the quality of

Nykredit benefits from resilient core revenue generation. Cost management is solid. Margins are low but have
been resilient to negative interest rates in Denmark. Volatility from Nykredit's legacy derivatives portfolio is

reducing.

Nykredit's mortgage business is by law entirely wholesale-funded by mortgage bonds that match the interest
term of the underlying loan. Refinancing risk is mitigated by a large, deep and liquid domestic covered bond
market, and the bank has significant liquidity.

Nykredit's capitalisation is solid and compares well with peers', on both a risk-weighted and a leverage basis.

Although not expected by Fitch, pressure on ratings could come from an adverse change in investor
sentiment materially affecting Nykredit's ability to access competitively priced funding or from reduced
emphasis on liquidity.

An upgrade is currently unlikely given Nykredit's already high ratings and limited product breadth. In the
longer term, an upgrade would be contingent on Nykredit broadening its product offering, providing it with

more diversified revenue streams.
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