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A pan-European productA pan-European product

Covered bonds expanding across Europe – and beyond …Covered bonds expanding across Europe – and beyond …

Source: vdp, DrKW Debt research
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Who buys covered bonds?Who buys covered bonds?

Jumbo placement by investor countryJumbo placement by investor country Jumbo placement by investor typeJumbo placement by investor type
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North America up to 5% (trend: sideways)

Austria/Switzerland around 5% 
(trend: sideways)
Spain/Portugal/Italy around 5% 
(trend: slightly rising)
Asia 5 - 10% (trend: rising)

UK/Ireland 5 - 10% (trend: sideways)

France around 10% (trend: rising)

Scandinavia 10 - 15% (trend: rising)

Benelux 12 - 17% (trend: rising)

Germany 35 - 40% (trend: falling)
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Corporates up to 5% (trend: sideways)

Insurers / fin. services around 10% 
(trend: sideways)

Central banks 10 - 15% (trend: rising)

Funds / asset managers 25 - 35% 
(trend: slightly falling)

Banks 35 - 45% (trend: rising)

Source: DrKW Debt research
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What do international investors look for?What do international investors look for?

FAQsFAQs

Credit quality:
- High and stable issue rating?
- Good issuer rating?
- Conservative stable framework?

Liquidity:
- Critical mass: Issue size?
- Regular market appearances? 
- Bid-offer?

Strategic fit:
- Currency?
- Macro risks?
- Index?
- Maturities?

Added value:
- Diversification?
- Pick-up?
- Performance potential?
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Credit quality

Covered bonds: A high-quality investment
Credit quality

Covered bonds: A high-quality investment

BasicsBasics

Covered bond legislation
or in case of structured Covered bonds: detailed contractual obligations

Issuing bank

Collateral

pools

Covered

bonds
Investors

Mortgages

Public sector 
lending

Supervision by trustee, financial supervisory authority, rating agencies

qualitative cover 
restrictions

quantitative cover 
restrictions

refinancingloans

Part of assets Part of liabilities

… offer 
collateral for …

Source: DrKW Debt research
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Credit quality

Rating distribution in the Jumbo market
Credit quality

Rating distribution in the Jumbo market

Jumbo triple-A share in excess of 75% – trend increasingJumbo triple-A share in excess of 75% – trend increasing
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Source: DrKW Debt research
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Diversification

Me too!
Diversification

Me too!

Numerous Jumbo newcomers give evidence of high market dynamicsNumerous Jumbo newcomers give evidence of high market dynamics

Source: DrKW Debt research

2003

� DEPFA ACS

� BCL

� Sabadell

� TdA

� HBOS

� Kommunalkredit

� WestLB CBB

2005

� Banco Pastor

� CDP

� Abbey National

� Sampo

� ABN AMRO

� Banco Popular

� Nationwide

2004

� HBOS Social Hous.

� WestImmo

� Bank of Ireland

� Bradford & Bingley

� Northern Rock

� BAWAG

� IM Cedulas

(no Jumbo)

to be continued…

…
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Diversification 

German issuers still dominating in terms of outstanding volume…
Diversification 

German issuers still dominating in terms of outstanding volume…

Share of Jumbo marketShare of Jumbo market Share of overall covered bond marketShare of overall covered bond market

� Total volume approx. €645bn � Total volume in excess of €1,600bn

Source: DrKW Debt research
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Diversification 

… but increasingly a mixed bag on the new issue front
Diversification 

… but increasingly a mixed bag on the new issue front

German share in new Jumbo issuance has fallen to well below 40%German share in new Jumbo issuance has fallen to well below 40%

€-Jumbo covered bond issuance per type 
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Source: DrKW Debt research
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Diversification 

Maturity profile stretching into the long-dated sector
Diversification 

Maturity profile stretching into the long-dated sector

Jumbo issuance 2005: Spanish Cédulas strongest at the long endJumbo issuance 2005: Spanish Cédulas strongest at the long end

Source: DrKW Debt research
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Diversification/Liquidity

A broad choice of issuers and bonds
Diversification/Liquidity

A broad choice of issuers and bonds

The most active Jumbo covered bond issuersThe most active Jumbo covered bond issuers
Issuer Country Jumbo vol. outstanding (€bn) No. of Jumbos Avg. volume (€bn) Market share
Eurohypo Germany 57.6 25 2.3 8.9%
Hyp Essen Germany 37.7 19 2.0 5.9%
AHBR Germany 34.4 20 1.7 5.3%
DePfa Dt. Pfandbriefbank Germany 31.9 14 2.3 5.0%
AyT Spain 30.7 13 2.4 4.8%
DG Hyp Germany 30.4 18 1.7 4.7%
HypoVereinsbank Germany 27.4 15 1.8 4.3%
BBVA Spain 26.0 11 2.4 4.0%
CFF France 22.6 14 1.6 3.5%
DexMA France 21.5 13 1.7 3.3%
DEPFA ACS Ireland 20.5 6 3.4 3.2%
SCH Spain 18.5 10 1.9 2.9%
Hypo Real Estate Germany 18.0 14 1.3 2.8%
LBBW Germany 17.8 9 2.0 2.8%
Berlin Hyp Germany 14.8 12 1.2 2.3%
La Caixa Spain 14.3 7 2.0 2.2%
Münchener Hyp Germany 13.8 10 1.4 2.1%
TdA Spain 13.8 8 1.7 2.1%
WürttHyp Germany 12.3 9 1.4 1.9%
CIF Euromortgage France 12.3 10 1.2 1.9%
Caja Madrid Spain 12.0 8 1.5 1.9%
HBOS UK 11.8 6 2.0 1.8%
NRW.BANK Germany 10.8 5 2.2 1.7%
Banesto Spain 10.3 6 1.7 1.6%
BayernLB Germany 8.4 5 1.7 1.3%
… … … … … …
Total: 54 issuers 644.5 373 1.7 100%
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Liquidity 

Jumbos vs. tailor-made issues
Liquidity 

Jumbos vs. tailor-made issues

German product mixGerman product mix A successful domestic marketA successful domestic market
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Performance 

Low yields have supported outperformance vs. governments
Performance 

Low yields have supported outperformance vs. governments

The hunt for pick-up has benefited spread products The hunt for pick-up has benefited spread products 

Source: DrKW Debt research
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Performance 

Jumbos stronger than BTPs
Performance 

Jumbos stronger than BTPs

BTPs underperforming in H1-05BTPs underperforming in H1-05

Source: DrKW Debt research
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Performance 

Spread tightening coming to a hold?
Performance 

Spread tightening coming to a hold?

ECB tightening raises risks for spread productsECB tightening raises risks for spread products

Source: DrKW Debt research
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Performance 

The Jumbo spread universe
Performance 

The Jumbo spread universe

Product differentiation still limited (with the exception of AHBR)… poised to rise again?Product differentiation still limited (with the exception of AHBR)… poised to rise again?

Source: DrKW Debt research
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Performance 

Outlook
Performance 

Outlook

Factors to keep in mindFactors to keep in mind

� Yields to remain relatively low, but risks have increased with the ECB having started raising rates

� Bund-Swapspreads increasingly facing widening risk

� Hence, while pick-up remains sought after, the Jumbo spread outlook has become somewhat 
more vulnerable

� Continuing consolidation among German issuers fosters broadening of investment horizons

� AHBR outcome awaited

� Name differentiation could return to the market with Basel II

� Moody’s adjusted rating methodology likely to result in upgrades eg for Spanish bonds

� New issue front to remain active, but priced fairly 

� etc.

=> Compare with outlook presentation tomorrow…
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Disclosure appendix 
Disclosures
The relevant research analyst(s), as named on the front cover of this presentation, certify that (a) all of the views expressed in this research presentation accurately reflect their personal views about the securities and companies mentioned in this presentation; and 
(b) no part of their compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or views expressed by them contained in this presentation.
Any forecasts or price targets shown for companies and/or securities discussed in this presentation may not be achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and 
accurate information and/or the subsequent transpiration that underlying assumptions made by DrKW or by other sources relied upon in the presentation were inapposite.

Recommendation history tables
Past performance is not an indicator of future performance.
Please refer to our website www.drkwresearch.com/disclosures for our tables of previous fundamental credit opinions

Distribution of DrKW credit research recommendations as at 30 Sept. 2005 

 All covered companies Companies where a DrKW company has provided 
investment banking services 

Investment grade Euro Recommendations     
Overweight (€) 24 13% 4 17% 
Marketweight (€) 112 59% 22 20% 
Underweight (€) 54 28% 7 13% 
Total Euro 190  33  
Investment grade Sterling Recommendations     
Overweight (£) 8 35% 2 25% 
Marketweight (£) 9 39% 2 22% 
Underweight (£) 6 26% 1 17% 
Total Sterling 23  5  
High Yield Recommendations     
Buy/Add 4 31% 0 0% 
Hold 6 46% 1 17% 
Sell/Reduce 3 23% 0 0% 
Total High Yield 13  1  

Source: DrKW Debt research 

DrKW Research - Explanation of fundamental credit opinions (Euro and Sterling) 

Issuer Definition 

Overweight The recommendation is based upon DrKW's assessment of the fundamental credit quality of an issuer together with the expected market performance of the issuer's bonds relative to the iBoxx/iTraxx indices. This approach applies at the borrower level, where the 

benchmark index for allocation is, unless otherwise specified, the relevant sector iBoxx index for cash instruments or iTraxx index for CDS. The weightings are not indications of particular degrees of expected spread movement relative to the index. An overweight 

recommendation implies expected outperformance to the relevant index over a three months time horizon. For issuers that are not included in the relevant iBoxx/iTraxx indices, we express expected performance compared to the appropriate sector indices. 

Marketweight The recommendation is based upon DrKW's assessment of the fundamental credit quality of an issuer together with the expected market performance of the issuer's bonds relative to the iBoxx/iTraxx index. This approach applies at the borrower level, where the 

benchmark index for allocation is, unless otherwise specified, the relevant sector iBoxx index for cash instruments and iTraxx index for CDS. The weightings are not indications of particular degrees of expected spread movement relative to the index. A marketweight 

recommendation implies expected in-line performance to the relevant index over a three months time horizon. For issuers that are not included in the relevant iBoxx/iTraxx indices, we express expected performance compared to the appropriate sector indices. 

Underweight The recommendation is based upon DrKW's assessment of the fundamental credit quality of an issuer together with the expected market performance of the issuer's bonds relative to the iBoxx/iTraxx index. This approach applies at the borrower level, where the 

benchmark index for allocation is, unless otherwise specified, the relevant sector iBoxx index for cash instruments and iTraxx index for CDS. The weightings are not indications of particular degrees of expected spread movement relative to the index. An underweight 

recommendation implies expected underperformance to the relevant index over a three months time horizon. For issuers that are not included in the relevant iBoxx/iTraxx indices, we express expected performance compared to the appropriate sector indices. 

DrKW Research - Explanation of fundamental High Yield opinions  

Issuer Definition 

Buy The company has an improving credit profile that will likely benefit further from positive credit developments and events/news with a corresponding expected positive effect on bond prices. 

Hold The company has an improving or stable credit profile with little headline risk either positive or negative. Bond price movements are likely to be consistent with shifts in the market in general. 

Sell The company has a declining credit profile and there is likelihood of negative credit events/news with a corresponding expected negative effect on bond prices. 

 (Our recommendations for issuers, unless otherwise specified, are for a minimum of a 3-months horizon, but more often for 6 to 12 months) 
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Recipients should note that DrKW may have submitted a draft of this presentation (with recommendation/rating, price target/spread and summary of conclusions removed) to the relevant issuer(s) for factual review and that amendments may have been made following 
that review.
Unless otherwise noted, the securities mentioned in this presentation are priced as of 2 December 2005 at 12:00.  Time given is local to the address shown at the bottom of the first page of this presentation.
In respect of any compendium presentation covering six or more listed companies, please refer to the following website for all relevant disclosures: www.drkwresearch.com/disclosures/

Disclaimer
This presentation has been prepared by Dresdner Kleinwort Wasserstein, by the specific legal entity named on the cover or inside cover page.
iBoxx and iTraxx are brand names of the International Index Company (IIC). DrKW is one of 9 investment banks which are shareholders in IIC. An employee of DrKW or an affiliate is a member of the board of IIC.

United Kingdom: This presentation is a communication made, or approved for communication in the UK, by Dresdner Bank AG London Branch (authorised by the German Federal Financial Supervisory Authority and by the Financial Services Authority; regulated by 
the Financial Services Authority for the conduct of designated investment business in the UK, a Member Firm of the London Stock Exchange and incorporated in Germany with limited liability). It is directed exclusively to market counterparties and intermediate 
customers. It is not directed at private customers and any investments or services to which the presentation may relate are not available to private customers. No persons other than a market counterparty or an intermediate customer should read or rely on any 
information in this presentation. Dresdner Bank AG London Branch does not deal for, or advise or otherwise offer any investment services to private customers.
European Economic Area: Where this presentation has been produced by a legal entity outside of the EEA, the presentation has been re-issued by Dresdner Bank AG London Branch for distribution into the EEA.
United States: Where this presentation has been approved for distribution in the US, such distribution is by either: (i) Dresdner Kleinwort Wasserstein Securities LLC (DrKWS LLC); or (ii) other Dresdner Kleinwort Wasserstein companies to US Institutional Investors 
and Major US Institutional Investors only ; or (iii) if the presentation relates to non-US exchange traded futures, Dresdner Kleinwort Wasserstein Limited (DrKWL).  DrKWS LLC, or in case (iii) DrKWL, accepts responsibility for this presentation in the US.  Any US 
persons wishing to effect a transaction through Dresdner Kleinwort Wasserstein (a) in any security mentioned in this presentation may only do so through DrKWS LLC, telephone: (+1 212) 429 2000; or (b) in a non-US exchange traded future may only do so through 
DrKWL, telephone: (+ 11 44) 20 7623 8000 ).
Singapore: This research presentation is being distributed for Dresdner Kleinwort Wasserstein ("DrKW") in Singapore by Dresdner Bank AG, Singapore Branch, purely as a resource and for general informational purposes only, and is intended for general circulation. 
Accordingly, this research presentation does not take into account the specific investment objectives, financial situation, or needs of any particular person and is exempted from the same by Regulation 34 of the Financial Advisers Regulations ("FAR") (as required 
under Section 27 of the Financial Advisers Act (Cap. 110) of Singapore ("FAA")).
Hong Kong: This presentation is being distributed for Dresdner Kleinwort Wasserstein in Hong Kong by Dresdner Bank AG, London branch.  Unless permitted to do so by the securities laws of Hong Kong, no person may issue or have in its possession for the 
purposes of issue this presentation, whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong, other than with respect to the securities referred to in this presentation which are or 
are intended to be disposed of only to persons outside Hong Kong or only to "professional investors" within the meaning of the Securities and Futures Ordinance (Cap.571) of Hong Kong and any rules made thereunder, and to persons whose ordinary business is to 
buy and sell shares or debentures.
Japan: Where this presentation is being distributed in Japan, such distribution is by either (i) Dresdner Kleinwort Wasserstein (Japan) Limited Tokyo Branch (DrKWJ, registered and regulated by the Financial Services Agency and General Trading Participant of TSE, 
Regular Transaction Participant and Transaction Participant in Futures Transaction of OSE, Participant of JASDAQ) to Japanese investors excluding private customers or (ii) other Dresdner Kleinwort Wasserstein companies, to entities falling within Article 2, 
Paragraph 1 of the Enforcement Order for Law Concerning Foreign Securities Firms. Any Japanese persons not falling within (ii) wishing to effect a transaction through Dresdner Kleinwort Wasserstein in any security mentioned in this presentation may only do so 
through DrKWJ, telephone: (+ 813) 6230 6000.
Australia: Neither Dresdner Bank AG ("DBAG") nor Dresdner Kleinwort Wasserstein Securities Limited ("DrKWSL") holds an Australian financial services licence.  This presentation is being distributed in Australia to wholesale customers pursuant to an Australian 
financial services licence exemption for DBAG under Class Order 04/1313 or for DrKWSL under Class Order 03/1099.  DBAG is regulated by BaFin under the laws of Germany and DrKWSL is regulated by the Financial Services Authority under the laws of the United 
Kingdom, both of which differ from Australian laws.
This presentation contains general information only, does not take account of the specific circumstances of any recipient and should not be relied upon as authoritative or taken in substitution for the exercise of judgment by any recipient. Each recipient should 
consider the appropriateness of any investment decision having regard to their own circumstances, the full range of information available and appropriate professional advice. The information and opinions in this presentation constitute judgment as at the date of this 
presentation, have been compiled or arrived at from sources believed to be reliable and in good faith (but no representation or warranty, express or implied, is made as to their accuracy, completeness or correctness) and are subject to change without notice. DrKW 
may amend, supplement or update the contents of this presentation in such form and in such timescales as DrKW deems appropriate. Recommendations and opinions herein reflect DrKW's expectations over the 6 month period following publication from the 
perspective of long-only investment clients. DrKW reserves the right to express different or contrary recommendations and opinions for different timescales or for other types of investment client. This presentation does not constitute or form part of, and should not be 
construed as, any offer for sale or subscription of, or any invitation to offer to buy or subscribe for, any securities, nor should it or any part of it form the basis of, or be relied on in any connection with, any contract or commitment whatsoever. DrKW accepts no liability 
whatsoever for any loss or damage arising from any use of this presentation or its contents. Whilst DrKW may provide hyperlinks to web-sites of entities mentioned in this presentation, the inclusion of a link does not imply that DrKW endorses, recommends or 
approves any material on the linked page or accessible from it. DrKW accepts no responsibility whatsoever for any such material, nor for any consequences of its use. This presentation is for the use of the addressees only, is supplied to you solely in your capacity as 
an investment professional or knowledgeable and experienced investor for your information and may not be reproduced, redistributed or passed on to any other person or published, in whole or in part, for any purpose, without the prior, written consent of DrKW. DrKW 
may distribute presentations such as this in hard copy, electronically or by Voiceblast. DrKW and/or any of its clients may undertake or have undertaken transactions for their own account in the securities mentioned in this presentation or any related investments prior 
to your receipt of it. DrKW specifically draws recipients attention to the disclosures contained in the Disclosure Appendix but notes that, excluding (i) DrKWS LLC and (ii) the research analyst(s) responsible for this presentation unless specifically addressed in the 
disclosures: (a) DrKW and its directors, officers, representatives and employees may have positions in or options on the securities mentioned in this presentation or any related investments or may buy, sell or offer to buy or sell such securities or any related 
investments as principal or agent on the open market or otherwise; and (b) DrKW may conduct, solicit and/or engage in other investment and/or commercial banking business (including without limitation loans, debt securities and/or derivative, currency and commodity 
transactions) with the issuers or relating to the securities mentioned in this presentation. Accordingly, information may be available to DrKW, which is not reflected in this presentation or the disclosures. In this notice “DrKW” means Dresdner Bank AG and/or Dresdner 
Kleinwort Wasserstein Securities Limited and any of their affiliated or associated companies and their directors, officers, representatives or employees and/or any persons connected with them. Additional information on the contents of this presentation is 
available at www.drkwresearch.com and on request.
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