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Nykredit Realkredit A/S

Ratings Score Snapshot

Global Scale Ratings

Issuer Credit Rating
A+/Stable/A-1

Resolution Counterparty Rating
AA-/--/A-1+

SACP:a- —mm> Support: +2 —»  Additional factors: 0

Anchor bbb+ Issuer credit rating
ALAC support +2
Bus_|r_1ess Adequate 0
position
Capital and A+/Stable/A-1
earnings Strong * GRE support 0
Risk position Adequate 0
Resolution counterparty rating
Funding Adequate Group support 0
0
Liquidit Adequate
ey 9 , AA-/A-1+
Sovereign support 0
CRA adjustment

ALAC--Additional loss-absorbing capacity. CRA--Comparable ratings analysis. GRE--Government-related entity. ICR--Issuer credit
rating. SACP--Stand-alone credit profile.

Credit Highlights
Key strengths Key risks
Leading mortgage bank in Denmark, which has a wealthy and competitive economy. Concentration in the Danish mortgage
market.
Highly collateralized nature of the loan book and good asset quality. Reliance on wholesale funding.

Strong earnings, supporting both stable risk-adjusted capital (RAC) and a substantial additional
loss-absorbing capacity (ALAC) buffer.

We expect Nykredit Realkredit to uphold its solid position as Denmark's premier provider of mortgage financing and its
largest lender by domestic volume. On a consolidated basis, Nykredit Realkredit reported total assets of Danish krone
(DKK) 1.58 trillion (€210 billion) as of June 30, 2022, and a leading market share of 44.4% in mortgage lending (see
chart 1). While mortgage lending in Denmark will remain at Nykredit Realkredit's core, we believe that the group will
gradually increase its market share in bank lending and investment products through 2024. As of June 30, 2022, wealth
management income was up 6% compared with the same period in 2021, while total assets under management
remained the same, at DKK404.6 billion (€54 billion), due to negative value adjustments induced by financial market
volatility. Mortgage lending growth largely stems from the partnership of Nykredit Realkredit's subsidiary, Totalkredit,

with domestic banks, while organic growth in investment products is mainly driven by increases in volumes at its
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Nykredit Realkredit A/S

subsidiary Sparinvest. We see Totalkredit's partnership model as an enabler of a highly cost-efficient business model
with low distribution costs. This is reflected in the group's low cost-to-income ratio that stood at 42.9% as of June 30,
2022 (see chart 2).

Chart 1

Stable Volume Growth For The Leading Danish Mortgage Provider
Gross customer loans
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DKK--Danish krone. YTD--Year to date. Source: S&P Global Ratings.
Copyright © 2022 by Standard & Poor's Financial Services LLC. All rights reserved.
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Nykredit Realkredit A/S

Chart 2

Nykredit Realkredit's Cost-Efficiency Ratio Continues To Outperform Domestic
Peers'
Cost-to-income ratio
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The data for all the banks is as of YTD June 2022. YTD--Year to date. Source: S&P Global Ratings.
Copyright © 2022 by Standard & Poor's Financial Services LLC. All rights reserved.

Stable retained earnings will continue to support strong risk-adjusted capitalization and market-leading pricing
programs. We expect that capitalization will remain a key rating strength for Nykredit Realkredit. Due to mortgage
lending growth (5% as of June 30, 2022), as well as regulatory changes, the regulatory risk exposure amount increased,
leading to a common equity Tier 1 ratio of 19.8% as of June 30, 2022 (20.6% as of year-end 2021). We project that the
bank's RAC ratio will stay in the range of 13.2%-13.7% over the next 18-24 months, compared with 13.6% as of June
30, 2022 (13.2% at year-end 2021). Our projection incorporates Nykredit Realkredit's dividend payment target of 50%
of profit after tax. We also anticipate that Nykredit Realkredit's majority shareholder, Forenet Kredit, will continue to
pay back a greater share of the dividend it receives (around 60%-70%) to fund Nykredit Realkredit's market-leading

discount programs, like "KundeKroner", "ErhvervsKroner", and "GrenneFordele".

The granular and highly collateralized retail mortgage portfolio should sustain Nykredit Realkredit's asset quality over
the medium term, despite downside risks and weaker operating conditions arising from the Russia-Ukraine conflict.

We expect rising but manageable indirect risks from the Russia-Ukraine conflict and rising inflation to dampen the
medium-term growth prospects for the Danish economy. Against that backdrop, we believe that Nykredit Realkredit's
asset quality will remain sound and comparable with, or slightly better than, that of its domestic peers in Denmark.
Healthy mortgage loans formed over 82% of total assets as of June 30, 2022, with 95% of exposures in Denmark and
only 5% in Sweden, Germany, and other European countries. With the rise in interest rates, refinancing activities
during the first half of the year remained high, leading customers to reduce their mortgage debt. Overall, the
loan-to-value ratio for the entire mortgage loan book was at a sound level of about 51.1% as of June 30, 2022, down
from 55.8% at year-end 2021, which shows high and prudent collateralization. We believe that the bank will continue

to benefit from rising interest rates, but earnings could be held back by limited growth, elevated costs, and continued
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Nykredit Realkredit A/S

competitive pressure in the Danish banking sector. That said, we believe that credit losses at Nykredit Realkredit will
likely remain low thanks to its sound risk management and conservative underwriting standards. We expect that
nonperforming assets will remain stable at a low 1.0%-1.4% of gross loans over our rating horizon of 2022-2024 (see
chart 3).

Chart 3

Nykredit Realkredit's Asset Quality Is Robust
Nonperforming assets*
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*Adjusted nonperforming assets / customer loans + other real estate owned. YTD--Year to date. Source: S&P

Global Ratings.
Copyright © 2022 by Standard & Poor's Financial Services LLC. All rights reserved.

We anticipate reduced reliance on short-term funding, as well as support from a well-functioning covered bond market
in Denmark. We expect Nykredit Realkredit's funding and liquidity measures to remain prudent over our rating
horizon. On June 30, 2022, Nykredit Realkredit's ratio of broad liquid assets as a share of short-term funding was 0.9x
(2021: 0.8x; 2020: 0.9x). The bank's stable funding ratio was about 94% as of the same date (2021: 94%; 2020: 96%).
While these ratios remain weaker than those of Nykredit Realkredit's international peers (see chart 4), we compare
them with those of the bank's domestic peers and consider the importance of the supporting characteristics of the
robust Danish covered bond market. In our view, the bank maintains a prudent matched funding profile based on the
Danish balance principle that reduces Danish mortgage-credit institutions' refinancing risk. In our view, the balance
principle has also contributed to reducing the bank's reliance on short-term wholesale funding, thereby strengthening
its funding profile. Furthermore, we regard Nykredit Realkredit's liquidity as adequate, based on ample buffers of

good-quality liquid assets that support the bank's reliance on wholesale funding.
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Chart 4

Nykredit Realkredit's BLAST Ratio Is Somewhat Weaker Than Peers'
Broad liquid assets/short-term wholesale funding (x)
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YTD--Year to date. BLAST--Broad liquid assets to short-term wholesale funding. Source: S&P Global Ratings.
Copyright © 2022 by Standard & Poor's Financial Services LLC. All rights reserved.

The long-term issuer credit rating on Nykredit Realkredit includes two notches of ALAC uplift. We anticipate that
Nykredit Realkredit's ALAC will remain well above 6% of our risk-weighted assets (RWA) metric over the next two
years, allowing us to maintain two notches of uplift for ALAC support in our long-term rating. The bank's ALAC buffer
amounted to 7.9% of RWA as of June 30, 2022, versus our 6.0% threshold.
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Nykredit Realkredit A/S

The stable outlook reflects our expectation that stable funding and liquidity, strong capitalization and earnings
capacity, and a substantial ALAC buffer will support the ratings on Nykredit Realkredit and its subsidiary Nykredit
Bank A/S over the next two years.

Downside scenario

We could lower the long-term ratings should Nykredit Realkredit's asset quality and earnings come under greater
pressure than we expect. This could happen if lower earnings retention resulted in a significant decrease in the
bank's RAC ratio to below 10%. Similarly, we could lower our long-term ratings if ALAC falls below 6%, reducing
the protection that this buffer provides to senior unsecured creditors.

Upside scenario

We consider an upgrade a remote possibility at this point.

Key Metrics

Nykredit Realkredit A/S--Key Ratios And Forecasts

--Fiscal year ended Dec. 31--

(%) 2020a 2021a 2022f 2023f 2024f
Growth in operating revenue (1.9) 144 (10.0)-(10.5) 6.2-6.6 7.4-7.7
Growth in customer loans 5.2 2.4 49-5.1 49-5.1 49-5.1
Net interest income/average earning assets (NIM) 0.7 0.7 0.7-0.8 0.7-0.8 0.7-0.8
Cost-to-income ratio 38.9 36.6 42.4-43.3 41.9-42.7 40.9-41.7
Return on average common equity 6.8 10.0 7.1-7.4 7.4-7.7 7.8-8.2
Gross nonperforming assets/customer loans 1.6 1.5 1.3-1.4 1.2-1.3 1.0-1.1
Risk-adjusted capital ratio 13.5 13.4 13.3-14.0 13.3-13.9 13.1-13.7

All figures are S&P Global Ratings-adjusted. a--Actual. f--Forecast. NIM--Net interest margin.

Key Statistics

Table 1

Nykredit Realkredit A/S--Key Figures*

--Year ended June 2022--

(Mil. DKK) YTD 2022 2021 2020 2019 2018
Adjusted assets 1,586,012.0 1,671,268.0 1,663,476.0 1,608,155.0 1,447,710.0
Customer loans (gross) 1,393,775.0 1,466,970.0 1,432,087.0 1,361,342.0 1,281,215.0
Adjusted common equity 83,572.0 79,716.3 78,144.2 75,332.0 70,374.2
Operating revenues 7,883.0 16,825.0 14,822.0 15,107.0 12,303.0
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Nykredit Realkredit A/S

Table 1

Nykredit Realkredit A/S--Key Figures* (cont.)

--Year ended June 2022--

(Mil. DKK) YTD 2022 2021 2020 2019 2018
Noninterest expenses 3,091.0 6,207.0 5,760.0 5,239.0 4,804.0
Core earnings 4,059.0 8,870.0 5,673.0 7,530.0 5,821.0

YTD--Year to date. DKK--Danish krone. *The financials used for the analysis are those for the wider Nykredit Realkredit Group.

Table 2

Nykredit Realkredit A/S--Business Position*

--Year ended June 2022--

(%) YTD 2022 2021 2020 2019 2018
Loan market share in country of domicile 34.6 34.6 33.7 32.3 314
Total revenues from business line (DKK mil.) 7,214.0 16,528.0 14,822.0 15,107.0 12,303.4
Commercial banking/total revenues from business line 20.6 18.5 19.3 17.1 19.8
Retail banking/total revenues from business line 67.6 59.9 65.9 66.3 76.7
Commercial and retail banking/total revenues from business line 88.2 78.5 85.3 83.4 96.5
Asset management/total revenues from business line 11.9 10.8 10.2 7.7 7.0
Other revenues/total revenues from business line (0.1) 10.8 4.6 8.9 (3.5)
Return on average common equity 9.0 10.0 6.8 9.5 7.6

YTD--Year to date. DKK--Danish krone. *The financials used for the analysis are those for the wider Nykredit Realkredit Group.

Table 3
Nykredit Realkredit A/S--Capital And Earnings*

--Year ended June 2022--

(%) YTD 2022 2021 2020 2019 2018
Tier 1 capital ratio 20.7 215 21.1 20.5 22.1
S&P Global Ratings' RAC ratio before diversification 13.6 13.2 13.5 14.0 12.2
S&P Global Ratings' RAC ratio after diversification 11.4 11.2 11.6 11.9 10.2
Adjusted common equity/total adjusted capital 95.7 95.5 90.5 90.1 89.3
Double leverage 76.9 78.3 73.0 73.4 65.3
Net interest income/operating revenues 73.6 67.1 75.8 73.1 88.4
Fee income/operating revenues (1.5) 1.0 0.5 (2.9) (4.0)
Market-sensitive income/operating revenues 17.7 21.3 14.2 14.1 5.9
Cost-to-income ratio 39.2 36.9 389 34.7 39.0
Preprovision operating income/average assets 0.6 0.6 0.6 0.6 0.5
Core earnings/average managed assets 0.5 0.5 0.3 0.5 0.4

YTD--Year to date. RAC--Risk-adjusted capital. *The financials used for the analysis are those for the wider Nykredit Realkredit Group.
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Table 4

Nykredit Realkredit A/S

Nykredit Realkredit A/S--Risk-Adjusted Capital Framework Data

Average Basel III

S&P Global Ratings

Average S&P Global

(DKK 000s) Exposure* Basel IIl RWA RW(%) RWA Ratings RW (%)
Credit risk
Government & central banks 103,631,277 - - 1,902,832 2
Of which regional governments - - - - -
and local authorities
Institutions and CCPs 52,091,761 6,228,785 12 9,922,746 19
Corporate 385,436,023 118,568,152 31 240,513,809 62
Retail 1,042,304,094 136,598,682 13 254,618,663 24
Of which mortgage 1,012,997,683 127,346,162 13 235,201,597 23
Securitization§ -- -- -- - --
Other assetst 4,225,102 49,100,925 1,162 4,628,555 110
Total credit risk 1,587,688,257 310,496,544 20 511,586,605 32
Credit valuation adjustment
Total credit valuation adjustment -- 876,116 -- - --
Market risk
Equity in the banking book 3,706,957 20,227,236 546 30,819,237 831
Trading book market risk -- 34,917,587 -- 49,871,685 -
Total market risk - 55,144,822 - 80,690,922 -
Operational risk
Total operational risk -- 29,737,532 -- 36,011,243 --
Average Basel II % of S&P Global
(DKK 000s) Exposure Basel III RWA RW (%) S&P Global RWA RWA
Diversification adjustments
RWA before diversification - 426,789,140 - 628,288,770 100
Total diversification / - - - 122,983,636 20
concentration adjustments
RWA after diversification - 426,789,140 - 751,272,405 120

Total adjusted

S&P Global RAC

(DKK 000s) Tier 1 capital = Tier 1 ratio (%) capital ratio (%)
Capital ratio before adjustments 88,600,000 20.8 85,377,955 13.6
Capital ratio after adjustmentst 88,600,000 20.8 85,377,955 114

*Exposure at default. §Securitization exposure includes the securitization tranches deducted from capital in the regulatory framework. tExposure
and S&P Global Ratings' risk-weighted assets for equity in the banking book include minority equity holdings in financial institutions.
tAdjustments to Tier 1 ratio are additional regulatory requirements (e.g. transitional floor or Pillar 2 add-ons). RWA--Risk-weighted assets.
RW--Risk weight. RAC--Risk-adjusted capital. DKK--Danish krone. Sources: Company data as of June 30, 2022, S&P Global Ratings.

Table 5

Nykredit Realkredit A/S--Risk Position*

--Year ended June 2022--

(%) YTD 2022 2021 2020 2019 2018
Growth in customer loans (10.0) 24 5.2 6.3 4.3
Total diversification adjustment/S&P Global Ratings' RWA before N/A 19.2 17.0 17.7 20.3
diversification
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Table 5

Nykredit Realkredit A/S

Nykredit Realkredit A/S--Risk Position* (cont.)

--Year ended June 2022--

(%) YTD 2022 2021 2020 2019 2018
Total managed assets/adjusted common equity (x) 19.0 21.0 21.3 21.4 20.6
New loan loss provisions/average customer loans (0.0) 0.0 0.2 0.1 0.0
Net charge-offs/average customer loans (0.0) 0.0 0.0 0.0 0.0
Gross nonperforming assets/customer loans + other real estate owned 1.5 1.5 1.6 1.6 1.6
Loan loss reserves/gross nonperforming assets 43.1 41.0 41.0 35.6 37.5

YTD--Year to date. N/A--Not applicable. RWA--Risk-weighted assets. *The financials used for the analysis are those for the wider Nykredit

Realkredit Group.

Table 6

Nykredit Realkredit A/S--Funding And Liquidity*

--Year ended June 2022--

(%) YTD 2022 2021 2020 2019 2018
Core deposits/funding base 6.6 5.9 5.7 5.7 7.0
Customer loans (net)/customer deposits 1,425.4 1,572.5 1,614.3 1,584.9 1,366.6
Long-term funding ratio 84.5 84.8 84.3 81.6 81.5
Stable funding ratio 97.6 96.6 97.5 95.8 91.5
Short-term wholesale funding/funding base 16.4 16.1 16.7 19.4 19.7
Broad liquid assets/short-term wholesale funding (x) 0.8 0.8 0.9 0.8 0.6
Net broad liquid assets/short-term customer deposits (19.8) (44.9) (33.7) (49.8) (111.6)
Short-term wholesale funding/total wholesale funding 17.5 17.1 17.6 20.5 21.0

YTD--Year to date. *The financials used for the analysis are those for the wider Nykredit Realkredit Group.
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Issuer Credit Rating
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Resolution Counterparty Rating AA-/--/A-1+
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Ratings Detail (As Of September 16, 2022)*(cont.)

Senior Unsecured A+
Subordinated BBB
Totalkredit A/S

Senior Secured AAA/Stable

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global scale are comparable
across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and
debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.

S&P GLOBAL RATINGS360 SEPTEMBER 16,2022 12

© S&P Global Ratings. All rights reserved. No reprint or dissemination without S&P Global Ratings' permission. See Terms of Use/Disclaimer on the last
page.



Copyright © 2022 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be
modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of
Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or
availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use
of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM
FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact.
S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any
investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The
Content should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from
sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Rating-
related publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including, but not limited to, the publication
of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P
reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result,
certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate
its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com
and www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional
information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P Global Ratings | Research | September 16, 2022 13



	Research:
	Ratings Score Snapshot 
	Credit Highlights 
	Outlook
	Downside scenario 
	Upside scenario 

	Key Metrics 
	Key Statistics 
	Related Criteria
	Related Research


