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Please note that the conference call occurred on the 12th of August 2020. All market commentary and information refers 
to the period before then 

Compared to other areas of credit markets, covered bonds have held up well this year. 
Why is this? 

The strong features of the covered bond asset class are very visible in a year like we are currently experiencing. Firstly, this 
crisis is far different to the one we saw in 2008. This crisis had its roots in the financial industry and had a much larger impact on 
banks – which are the issuers of covered bonds. In addition, the volatility of covered bonds is lower than that of sovereigns or 
corporates, with reduced spread widening in the covered bond space. 

It became quite clear early in the Covid-19 crisis that the default rate probability would not change for covered bonds. However, 
the default probability for many other asset classes has dramatically increased due to the global slowdown. 

  

 

 

Source: Nordea Investment Funds S.A. and Datastream. Date: 08.07.2020. Period under consideration: 31.12.2019 – 08.07.2020 

Key takeaways 
 With a double recourse and no default in more than 200 years of history, covered bonds have again proven resilient during 

the COVID-19 sell off. 
 The ECB stepped in with unprecedented Quantitative Easing, supporting liquidity and demand in the covered bond market. 

 The diversity and complexities of the asset class offer a wide range of attractive opportunities for truly active managers.  
 From the Nordics to wider European markets and now beyond, Nordea’s unique expertise dares to go off the beaten track 

to identify compelling opportunities 

Year-to-date resilience of covered bonds 



 

 

What has been the regulatory response to the Covid-19 crisis? 

The European Central Bank (ECB) stepped up its purchases of covered bonds very early in this crisis, and is now buying about 
twice as many covered bonds as it did at the beginning of the year. While the ECB is also buying corporate and sovereign 
bonds, there are some important differences to covered bonds. No matter how many corporate bonds the ECB buys, the default 
probability is still there. As for the sovereign side, there is still a significant amount of issuance, which is not the case for covered 
bonds, where issuance is far more muted.  

We expect the ECB to buy a little more than €100bn of covered bonds this year, which is the most since 2015. Next year’s 
expected level of €80bn is also higher than the one of any other year between 2016 and 2019. So the ECB is committed to 
supporting the covered bond market for the foreseeable future. At the same time, the issuance of covered bonds is falling – 
roughly 30% below the levels at the same time in 2019. It is a different story on the sovereign side, with a widespread increase 
in issuances mostly as a result of the various Covid-19 response programmes. 

Central banks have learned from the crisis in 2008. It is better to react fast, as the longer you wait, the larger the programme 
needs to be. The ECB moved faster than many other central banks in the world. For example, the National Bank of Canada 
waited longer to implement these facilities. As a consequence the spreads on Canadian covered bonds widened more than their 
European equivalents. 

 

You mention Canada, which is one example of the growing global covered bond 
opportunity set. What have been the recent developments in this space? 

The rapid growth of the global covered bond market is quite exciting. When we started to invest in covered bonds back in 2008, 
it was essentially the Scandinavian countries, as well as France, Germany and Spain, issuing covered bonds. Today, we are 
witnessing covered bond legislations in pretty much every European country, as well as others globally. Alongside more country 
entrants, we are also seeing new issuers joining the market from existing jurisdictions. 

In addition to this, the asset class is growing into new currencies. For example, there has been quite a lot of domestic covered 
bond issuance in the UK – as well as issuances in US, Australian and Canadian dollars. Exploiting opportunities in all three areas 
– countries, issuers and currencies – is how we generate alpha in the covered bond market. 

 

Source: EMF-ECBC, data from end of 2018. 

 

How does your team look to capitalise on opportunities? 

Stability is a strong feature of any investment team. Our covered bond team has been working together for more than 10 years 
now. In fact, our 10 members-strong dedicated team managing Danish and European covered bonds has an average of 21 
years of experience and manages more than €40bn. We are also able to draw on Nordea’s wider expertise, such as the five 
bank analysts we have in our credit team. They assist us when we are undertaking credit analysis of individual institutions. Our 
risk management team also provides us with risk data on a daily basis. 



 

 

Besides this we are able to utilise Nordea Asset Management’s renowned ESG capability. Our Responsible Investments team,  
consisting of 18 members, undertakes ESG analysis on all the issues we invest in. ESG analysis is integrated into our 
investment process and the ESG score is one input we utilise when determining the issuers we invest in.

 

 

 

The sub-funds mentioned are part of Nordea 1, SICAV, an open-ended Luxembourg-based investment company (Société d'Investissement à 
Capital Variable), validly formed and existing in accordance with the laws of Luxembourg and with European Council Directive 2009/65/EC of 13 
July 2009. This document is advertising material and does not disclose all relevant information concerning the presented sub-funds. Any 
investment decision in the sub-funds should be made on the basis of the current prospectus and the Key Investor Information Document (KIID), 
which are available, along with the current annual and semi-annual reports, electronically in English and in the local language of the market where 
the mentioned SICAV is authorised for distribution, without charge upon request from Nordea Investment Funds S.A., 562, rue de Neudorf, P.O. 
Box 782, L-2017 Luxembourg, from the local representatives or information agents, or from our distributors.  Investments in derivative and foreign 
exchange transactions may be subject to significant fluctuations which may affect the value of an investment. Investments in Emerging Markets 
involve a higher element of risk. The value of shares can greatly fluctuate as a result of the sub-fund’s investment policy and cannot be 
ensured.  Investments in equity and debt instruments issued by banks could bear the risk of being subject to the bail-in mechanism 
(meaning that equity and debt instruments could be written down in order to ensure that most unsecured creditors of an institution 
bear appropriate losses) as foreseen in EU Directive 2014/59/EU.  For further details of investment risks associated with these sub-
funds, please refer to the relevant Key Investor Information Document (KIID), available as described above.  Nordea Investment Funds 
S.A. has decided to bear the cost for research, i.e. such cost is covered by existing fee arrangements (Management-/Administration-Fee).  Nordea 
Investment Funds S.A. only publishes product-related information and does not make any investment recommendations.  Published by Nordea 
Investment Funds S.A., 562, rue de Neudorf, P.O. Box 782, L-2017 Luxembourg, which is authorized by the Commission de Surveillance du 
Secteur Financier in Luxembourg.  Further information can be obtained from your financial advisor. He/she can advise you independently of 
Nordea Investment Funds S.A. Please note that all sub funds and share classes might not be available in your country of jurisdiction.  
Additional information for investors in Switzerland: The Swiss Representative and Paying Agent is BNP Paribas Securities Services, Paris, 
Succursale de Zurich, Selnaustrasse 16, CH-8002 Zurich, Switzerland.  Additional information for investors in Germany: The Information 
Agent in Germany is Société Générale S.A. Frankfurt Branch, Neue Mainzer Straße 46-50, DE-60311 Frankfurt am Main, Germany. A hard copy 
of the above-mentioned fund documentation is also available here.  Additional information for investors in Austria: The Information and Paying 
Agent in Austria is Erste Bank der österreichischen Sparkassen AG, Am Belvedere 1, AT-1100 Vienna, Austria.  Additional information for 
investors in the Netherlands: Nordea 1, SICAV is a Luxembourg Undertaking for Collective Investment in Transferable Securities (UCITS) 
registered in the Netherlands in the register kept by the AFM, and as such is allowed to offer its shares in the Netherlands. The AFM register can 
be consulted via www.afm.nl/register. Additional information for investors in France: With the authorisation of the AMF the shares of the sub-
funds of Nordea 1, SICAV may be distributed in France. Centralising Correspondent in France is CACEIS Bank, located at 1-3, place Valhubert, 
FR-75206 Paris cedex 13, France. Investors are advised to conduct thorough research before making any investment decision.  Additional 
information for investors in Belgium: The Financial Service Agent in Belgium is BNP Paribas Securities Services S.C.A., Brussels Branch, Rue 
de Loxum, 25, BE-1000-Brussels, Belgium. A hard copy of the above-mentioned fund documentation is available upon demand free of charge.  
Additional information for investors in Spain: Nordea 1, SICAV is duly registered in the CNMV official registry of foreign collective investment 
institutions (entry no. 340) as authorised to be marketed to the public in Spain. The Depositary of the SICAV’s assets is, J.P. Morgan Bank 
Luxembourg S.A. In Spain, any investment must be made through the authorised distributors and on the basis of the information contained in the 
mandatory documentation that must be received from the SICAV’s authorised distributor prior to any subscription. The Representative Agent is 
Allfunds Bank S.A.U., C/ de los Padres Dominicos, 7, ES-28050 Madrid, Spain. A complete list of the authorised distributors is available in the 
CNMV’s webpage (www.cnmv.es).  Additional information for investors in Portugal: The Management Company of the SICAV, Nordea 
Investment Funds S.A., and the Depositary of the SICAV’s assets, J.P. Morgan Bank Luxembourg S.A., are validly formed and existing in 
accordance with the laws of Luxembourg and authorized by the Commission de Surveillance du Secteur Financier in Luxembourg. Our distributor 
in Portugal is BEST - Banco Electrónico de Serviço Total, S.A., duly incorporated under the laws of Portugal and registered with the CMVM as a 
financial intermediary. Additional information for investors in Italy: Fund documentation as listed above is also available in Italy from the 
distributors and on the website www.nordea.it. The updated list of distribution agents in Italy, grouped by homogenous category, is available from 
the distributors themselves or from the Paying Agents: State Street Bank International GmbH – Succursale Italia, BNP Paribas Securities Services 
- Succursale di Milano, Allfunds Bank S.A.U. Succursale di Milano, Société Générale Securities Services S.p.A., Banca Sella Holding S.p.A, 
Banca Monte dei Paschi di Siena S.p.A., CACEIS Bank S.A – Succursale Italia and on the website www.nordea.it. Any requests for additional 
information should be sent to the distributors. Before investing, please read the prospectus and the KIID carefully. We recommend that you 
read the most recent annual financial statement in order to be better informed about the fund's investment policy. The prospectus and KIID for 
the sub-funds have been published with Consob. For the risk profile of the mentioned sub-funds, please refer to the fund prospectus. 
Additional information for investors in the United Kingdom: The Facilities Agent is Financial Express Limited 2nd Floor, Golden House 30 
Great Pulteney Street W1F 9NN, London, United Kingdom.   Additional information for investors in Ireland:  The Facilities Agent is Maples 
Fund Services (Ireland) Limited, 32 Molesworth Street, D02 Y512 Dublin 2, Ireland. Additional information for investors in Sweden: The Paying 
Agent is Nordea Bank Abp, Swedish Branch, Smålandsgatan 17, SE-105 71 Stockholm, Sweden.   Additional information for investors in 
Denmark: The Representative and Sub-Paying Agent is Nordea Bank Abp, Danish Branch, Grønjordsvej 10, DK-2300 Copenhagen S, Denmark. 
A hard copy of the above-mentioned fund documentation is available here.  Additional information for investors in Norway: The Paying Agent 
is Nordea Bank Abp, Norwegian Branch, Essendrops gate 7, Postboks 1166 Sentrum, NO-0107 Oslo, Norway. The Representative Agent is 
Nordea Funds Ltd, Norwegian Branch, Essendrops gate 7, Postboks 1166 Sentrum, NO-0107 Oslo, Norway.  Additional information for 
investors in Finland: The Paying Agent is Nordea Bank Abp, Satamaradankatu 5, FI-00020, Helsinki, Finland. The Representative Agent is 
Nordea Funds Ltd, Satamaradankatu 5, FI-00020, Helsinki, Finland.   Additional information for investors in Latvia: The Representative Agent 
is Luminor Bank AS, 62 Skanstes iela 12, LV-1013 Riga, Latvia.  Additional information for investors in Estonia: The Representative Agent in 
Estonia is Luminor Bank AS, Liivalaia 45, EE-10145 Tallinn, Estonia.  Additional information for investors in Lithuania: The Representative 
Agent in Lithuania is Luminor Bank AB, Konstitucijos pr. 21 A, LT-03601 Vilnius, Lithuania. Shareholders must evaluate possible investment risks 
and take this into consideration when making investment decisions. Information for investors in Brazil:  This is a strictly privileged and 
confidential document for the purposes of a potential investment in foreign securities on a one-on-one basis with potential investors with a pre-
existing relationship with Nordea Investment Funds S.A.  



 

 

This document contains information addressed only to a specific individual and is not intended for distribution to, or use by, any other person. This 
document (i) is provided for informational purposes only, (ii) should not be construed in any manner as any solicitation or offer to buy or sell any 
securities or any related financial instruments, (iii) should not be construed in any manner as a public offer of any securities or any related financial 
instruments, and (iv) and will be addressed to a potential investor with restrict access of information. Nordea 1, SICAV have not been, and will not 
be, registered with the Brazilian Securities Commission (Comissão de Valores Mobiliários - CVM), and must not be offered or sold in Brazil except 
in circumstances which do not constitute a public offering or distribution under Brazilian laws and regulations. Any public offering, placement or 
distribution, as defined under Brazilian laws and regulations, of securities in Brazil, is not legal without prior registration under Law No. 6,385 of 
December 7, 1976, as amended. Documents relating to the offering of the Nordea 1, SICAV, as well as information contained therein, must not 
be supplied to the general public in Brazil (as the offering of the Nordea 1, SICAV is not a public offering of securities in Brazil) or used in connection 
with any offer for subscription or sale of the Nordea 1, SICAV to the general public in Brazil. Investors within Brazil should consult with their own 
counsel as to the applicability of these laws and regulations or any exemption there from. Information for Investors in Singapore: NORDEA 
INVESTMENT FUNDS S.A. SINGAPORE BRANCH 138 Market Street, #09-02 Capita Green (UEN No. T18FC0105C) (Incorporated in 
Luxembourg, with limited liability) The sub-funds which are mentioned in this document form part of the restricted schemes under the Sixth 
Schedule to the Securities and Futures Regulations. The sub-funds are not authorised or recognised by the Monetary Authority of Singapore 
(“MAS”). NORDEA INVESTMENT FUNDS S.A. SINGAPORE BRANCH is registered as a foreign company under Part XI Division 2 of the 
Companies Act, Chapter 50 of Singapore on 9 July 2018, bearing registration number T18FC0105, the address is 138 Market Street, #09-02 
Capita Green and it is Incorporated in Luxembourg, with limited liability. The offer or invitation mentioned, which is the subject of this document, 
does not relate to a collective investment scheme which is authorised under Section 286 of the Securities and Futures Act, Chapter 289 of 
Singapore (the “SFA”) or recognised under Section 287 of the SFA. The Fund is not authorised or recognised by MAS, nor allowed to be offered 
to the retail public. Thus, it may not be circulated, distributed, offered, sold or be made subject to an invitation to persons in Singapore other than 
(i) to an institutional investor under Section 304 of the SFA, (ii) to a relevant person pursuant to Section 305(1), or any person pursuant to Section 
305(2), and in accordance with the conditions specified in Section 305, of the SFA, or (iii) otherwise pursuant to, and in accordance with the 
conditions of, any other applicable provision of the SFA. This document and any other document or material issued in connection with the offer or 
sale is not a prospectus as defined in the SFA. This document contains information only intended for professional qualified under section 304 and 
305 of the SFA and is not intended for general publication. Information for Investors in Hong Kong: Warning: The contents of this document 
have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in relation to the offer. If you 
are in any doubt about any of the contents of this document, you should obtain independent professional advice. The Fund, and thus 
comprising its sub-funds, have not been authorised by the Securities & Futures Commission (“SFC”). Accordingly, the Shares adherent to the 
Fund and its sub-fund(s) in question may only be offered or sold in Hong Kong to persons who are i) “Professional Investors” as defined within 
the Securities & Futures Ordinance of Hong Kong or ii) in circumstances which are permitted under the 17th Schedule of the Companies Ordinance 
of Hong Kong and as defined under the Securities and Futures Ordinance of Hong Kong. This document contains information only intended for 
professional investors qualified under the SFO, the Companies Ordinance and is not intended for general publication. Additional information 
for investors in Japan: These sub-funds are not authorized for public distribution in Japan. Clients of advisory business do not qualify as qualified 
institutional investors and shall not be offered this product prior to registration for public offering. Additional information for investors in South 
Korea: This document is not, and under no circumstances is, to be construed as, a public offering of securities in South Korea. Neither the 
mentioned Funds nor Nordea Asset Management (Nordea Asset Management is the functional name of the asset management business 
conducted by the legal entities Nordea Investment Funds S.A. and Nordea Investment Management AB (“the Legal Entities”) and their branches, 
subsidiaries and representative offices) is making any representation with respect to the eligibility of any recipients of this presentation to acquire 
the shares in the Fund mentioned under the laws of South Korea, including but without limitation, the Foreign Exchange Transaction Law and 
Regulations thereunder. The shares of the funds mentioned have not been registered with the Financial Services Commission of South Korea 
under the Financial Investment Services and Capital Markets Act (the “FSCMA”) for a public offering, and none of the shares of the Fund may be 
offered, sold or delivered, or offered or sold to any person for re-offering or resale, directly or indirectly, in South Korea or to any resident of South 
Korea except pursuant to applicable laws and regulations of South Korea. The shares Fund may only be sold in South Korea through a local 
financial investment company registered with the Financial Services Commission and on a private placement basis to certain qualified professional 
investors as defined in the FSCMA. Please note that Nordea 1, SICAV has not been registered in Australia. Additional information for 
Chile: Fecha de inicio de la oferta: 12.08.2020 (i) La presente oferta se acoge a la Norma de Carácter General N° 336 de la Comisión para 
el Mercado Financiero de Chile. (ii) La presente oferta versa sobre valores no inscritos en el Registro de Valores o en el Registro de 
Valores Extranjeros que lleva la Comisión para el Mercado Financiero, por lo que los valores sobre los cuales ésta versa, no están 
sujetos a su fiscalización; (iii) Por tratarse de valores no inscritos, no existe la obligación por parte del emisor de entregar en Chile 
información pública respecto de estos valores; y (iv) Estos valores no podrán ser objeto de oferta pública mientras no sean inscritos 
en el Registro de Valores correspondiente. It conforms to the General Ruling no. 336 issued by the Comisión para el Mercado Financiero de 
Chile (the “CMF”) on June 27th, 2012 (“Safe Harbour Regulation” or “SHR”). The sub-funds mentioned within this document are not registered in 
the Registry of Securities or in the Registry of Foreign Securities of the CMF, i.e. these sub-funds are not subject to the oversight of the CMF. As 
long as the sub-funds mentioned within this document are not registered with the corresponding Registry of Securities in Chile, this document 
shall not constitute a public offering. Nordea Investment Funds S.A. is not obligated to provide public information in Chile regarding the sub-funds 
mentioned within this document since they are not registered with the CMF. Additional information for USA: This sub-fund is not authorized 
for public distribution in the United States of America. This document and the information contained herein is for relevant investors 
only and shall not be distributed to retail investors. Clients of advisory business do not qualify as qualified investors and shall not be 
offered this product prior to registration for public offering.  Additional information for Peru: Nordea 1, SICAV have not been and will not 
be registered in Peru under Decreto Legislativo 861- Ley del Mercado de Valores (the “Securities Market Law”), and are being offered pursuant 
to a private placement. The interests have not been registered in the Securities Market Public Registry (Registro Público del Mercado de Valores) 
maintained by, and the offering of the securities in Peru is not subject to the supervision of, the superintendencia del Mercado de Valores. Any 
transfers of the interests shall be subject to the limitations contained in the securities market law and the regulations issued thereunder. As the 
securities are not registered, there is no obligation to deliver in Peru public information with respect to the securities offered hereby. These 
securities cannot be offered by way of public offering as long as they are not registered in the securities market public registry.  Investors in Peru 
should consult with their own counsel as to the applicability of these laws and regulations or any exemption there from. This material aims to 
provide information only and does not constitute and should not be construed as an offer to buy or sell or solicitation of an offer to buy or sell any 
security or financial instrument. Source (unless otherwise stated): Nordea Investment Funds S.A. Unless otherwise stated, all views expressed 
are those of Nordea Investment Funds S.A. This document may not be reproduced or circulated without prior permission and must not be passed 
to private investors. This document contains information only intended for professional investors and financial advisers and is not intended for 
general publication.  Reference to companies or other investments mentioned within this document should not be construed as a recommendation 
to the investor to buy or sell the same but is included for the purpose of illustration 
 


