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MARKET TELEGRAM 

The only exception among the top 10 winners was the NRBS 09 
richening 0.6 bp. Although we recognize the general hunger for 
shorter-dated covered bonds, we believe that the spread wid-
ening should come to a halt and start a reversal to a sustain-
able level in the near future. 

COVERED BOND LAW IN ROMANIA 

Since April, Romania is also part of the covered bond universe. 
The regulations in the Romanian Covered Bond Law however, 
introduce some new flavors to the existing market. 

U.S.  MORTGAGE MARKET EPISODE 4:  
WASHINGTON MUTUAL IN DEPTH 

In our series of topics dealing with the emerging U.S. covered 
bond market, we are providing a detailed analysis of the dedi-
cated inaugural issuer in this market. 

VDP SURVEY ON THE JUMBO COVERED BOND 
MARKET 

According to vdp's survey, the secondary market for Jumbo 
covered bonds had a total volume of EUR 1,085 bn in 2005, 
representing a turnover of 1.7 times outstanding volume (EUR 
646 bn). It is divided into a b2b and a b2c segment. 

MARKET MAKING REQUIREMENTS FOR JUMBO 
COVERED BONDS CHANGED 

The Association of German Pfandbrief Banks (vdp), the Asso-
ciation of German Public Sector Banks (VÖB) and the market 
makers' association ACI, agreed on changes for the minimum 
requirements for Jumbo Pfandbriefe. These changes followed 
the recent debate about the abandonment of market making for 
AHBR Jumbos in October 2005, which caused irritation among 
investors. 

DEXMA AND CDEP MANDATE FOR NEW 5Y 

DEXMA and Cassa Depositi mandated for their upcoming pa-
per. DEXMA will opt for a 7Y maturity while CDEP targets the 
five years. 

ESSENHYP BUYS MORTGAGE PORTFOLIO OF 
AHBR 

HypEssen (A2 s/A- s/A s) announced last week that it has 
bought a portfolio of private mortgage lending with a volume of 
EUR 440 mn from AHBR (Baa3 wn/BB+ n./BBB- n). The price 
was not revealed. 

SWITCH IDEAS IN COVERED BONDS 

We provide two promising switches in Cédulas and BKIR Irish 
ACS. 
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MARKET TELEGRAM 

New paper is lining up on the primary market 
and investors are clearing their books in prepa-
ration for buying the new issues! In this respect, 
the "softer" covered bonds (meaning those already 
"suffering" from larger long positions on the 
street) like Spanish paper reacted more than the 
rather illiquid German market. At the top of the 
list were the BBVA 11, 13 and 14 (widening 1.2 
bp, 0.6 bp, 0,7 bp), the BANEST 14 (1 bp) and the 
CAJAMM 11 (0.8 bp) show that book clearing is on 
a very broad basis.  

On the other hand, mainly German public Pfand-
briefe tightened on a very broad basis. The 
shorter-dated bonds richened on average around 
1 bp. The only exception among the top 10 win-
ners was the NRBS 09 richening 0.6 bp. While the 
10Y-2Y Bund spread is becoming flatter by the 
day, the NRBS 09 outpaces the NRBS 15. Although 
we recognize the general hunger for shorter-dated 
covered bonds, we believe that the spread widen-
ing should come to a halt and start a reversal to a 
sustainable level in the near future.  

N R B S  0 9  W I N S  –  N R B S  1 5  L O S E S  

 
Source: HVB Global Markets Research 

COVERED BOND LAW IN ROMANIA 

Since April, Romania is also part of the covered 
bond universe. The regulations in the Romanian 
Covered Bond Law however, introduce some new 
flavors to the existing market. The following sum-
marizes an article of Otmar Stöcker, general man-
ager at the Association of German Pfand-
briefbanks (vdp) in the current edition of "Immo-
bilien und Finanzierung". 

E L E M EN T S  O N E  W O U LD  E X PE C T… 

In many respects, the Romanian Covered Bond 
Law shows elements already known from preced-
ing legislation. Coverage has to be provided in 
both nominal and net present value terms while 
there is no definition of mandatory overcollaterali-
zation. In terms of interest rate risk, the weighted 
average maturity of the cover assets must always 
be longer than the weighted average maturity of 
the bonds (obligatiuni ipotecare). The geographical 
scope of cover assets is limited to the European 
Economic Area. LTV limits are defined as, for ex-
ample, in Spain, with 70% for commercial mort-
gage loans and 80% for residential mortgages. 
However, it is still unclear whether this is a soft or 
a hard limit. Comparable to the Finnish frame-
work, the general opinion in Romania is in favor 
of an absolute limit. In order to be eligible for cov-
erage, there has to be insurance in place covering 
all risk associated with type and location of the 
asset. Substitute coverage can be introduced up to 
20% of the total collateral (p.n. that this goes be-
yond the famous 15% required by CRD). Which 

assets are eligible for substitute collateral still has 
to be defined. The register of collateral has to be 
presented on a monthly schedule to the trustee. 
However, there is no requirement stipulated on 
how and when the issuer is to make this informa-
tion publicly available. The Romanian central 
bank is the authority in charge of supervision. In 
case of bankruptcy, the collateral is segregated 
and is solely for the purpose of meeting the re-
quirements of the covered bond holders.  

…  A ND  E L EM E N TS  T HAT  A DD  A  N EW  F L AV OR  

Apart from the fact that only loans on mortgages 
situated within the defined geographical area are 
eligible for coverage (there will be no public cov-
ered bonds), the most striking specialty is that 
there is no unique cover pool for all obligatiuni 
ipotecare together. Each single issuance is covered 
by a special pool of cover assets, adding a decent 
amount of MBS flavor. We are not too happy about 
this, since the mass of outstanding obligatiuni will 
be rather inhomogeneous, depending on the spe-
cific characteristics of each "micro pool". This will 
(i) potentially demand more effort from investors 
and (ii) potentially lead to situation where obliga-
tiuni "A" issued by a specific bank still perform 
while obligatiuni "B" of the same bank are de-
faulted. Another novelty is the way collateral is 
treated accounting-wise.  

This regulation, however, does not contradict the 
law conforming with UCITS 22(4). Hence, it meets 
the minimum requirements for European covered 
bonds and qualifies for the 10% risk weighting.  
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U.S.  MORTGAGE MARKET EPISODE 4:  
WASHINGTON MUTUAL IN DEPTH 

Company profile: Washington Mutual Bank 
(WMB; A2s/Ap/As) is a federally chartered sav-
ings association with a focus on private customers 
and small businesses. In 2005, WMB had net in-
terest income of USD 7,789 mn, net income of 
USD 3,530 mn, total assets of USD 330 bn and 
employed around 58,000 people. Washington Mu-
tual Bank is an indirect, wholly-owned subsidiary 
of Washington Mutual, Inc. (WAMU; A3s/A-p/As), 
which is a Washington State savings and loan 
holding company owning two federal savings as-
sociations as well as numerous non-bank subsidi-
aries. Washington Mutual is a listed company with 
a market capital of USD 40 bn and a leading US 
player ranking #3 in home lending origination and 
servicing, #4 in home equity loans, and #1 in 
multi-family portfolio lending. In the past nine 
years, the bank’s assets have grown primarily 
through a series of acquisitions. It is a leading sav-
ings institution with residential mortgage lending 
and mortgage banking as cornerstones. It accepts 
deposits from the general public, originates, pur-
chases, services and sells home loans, makes 
credit card, other consumer, home equity and 
commercial real estate loans, and, to a lesser ex-
tent, engages in certain commercial banking ac-
tivities such as providing credit facilities and cash 
management and deposit services. The bank is 
also active in purchasing, selling and servicing 
loans to sub prime borrowers through its specialty 
mortgage finance operations.  

Its principal residential lending activities consist of 
originating and servicing home loans, buying and 
selling home loans in the secondary market, man-
aging the home loan portfolio and originating 
home equity loans and lines of credit. The bank’s 
products are offered to customers through multi-
ple distribution channels including 2,140 retail 
banking stores, 352 retail home loan stores, 37 
wholesale home loan centers, correspondent lend-
ers, telephone call centers and online banking. 
The bank’s home loan products include fixed-rate 
home loans (FRMs); adjustable-rate home loans 
(ARMs); hybrid home loans (where the interest 
rate is fixed for a predetermined time period and 
then converts to an ARM that reprices monthly or 
annually); Government insured or guaranteed 
home loans. 

Sources of funds: the bank offers various con-
sumer and business deposit products, including 
checking accounts, savings accounts, money mar-
ket deposit accounts and time deposit accounts. Its 
borrowings predominantly take the form of repur-
chase agreements and advances from the Federal 
Home Loan Banks (FHLBs) of San Francisco and 
Seattle. In addition, WMB has a Global Bank Note 
Program in place for the issuance of senior and 
subordinated notes in the US and internationally 
with an available volume of USD 22 bn as of De-
cember 31, 2005. 

Financial analysis: In FY 2005, net interest in-
come increased 10% to USD 7.79 bn in 2005 due 
to an increase of its loan portfolio and loans held 

for sale (plus 14%). In H1 2006, net interest in-
come was 1.6% higher y-o-y at USD 5.3 bn. The 
net interest margin in 2005 was 2.73%, a decline 
of 12 basis points from 2004 due to an increase in 
the cost of the Bank’s interest-bearing liabilities. 
Non-interest income in 2005 was USD 5.22 bn, an 
increase of USD 1.0 bn vs. 2004, primarily due to 
consumer loan sales and servicing income of USD 
408 mn and credit card fee income of USD 139 
mn, substantially all of which resulted from new 
card services operations, and improved revenues 
from the home loan banking operations. Revenue 
from sales and servicing of home mortgage loans 
was USD 1.77 bn in 2005, an increase from USD 
1.40 bn in 2004, mainly driven by higher levels of 
gains from the sale of mortgage loans and origi-
nated mortgage backed securities. 

Depositor and other retail banking fees were 10% 
higher y-o-y at USD 2.19 bn in 2005, as WMB con-
tinued to grow its retail banking business by open-
ing 210 new branches. Total non-interest income 
was 25% higher y-o-y at USD 5.2 bn, while non-
interest expenses increased just 2% to USD 7.7 bn. 
Net income for 2005 was USD 3.53 bn, an in-
crease of 34% from USD 2.63 bn in 2004. In H1 
2006, net income increased 6% to USD 1.9 bn. 

Provisions for loan and lease losses were USD 212 
mn (vs. USD 205 mn in 2004), mainly attributable 
to card services operations (USD 195 mn). WMB 
benefited from a relatively benign credit risk envi-
ronment for its real estate secured lending activi-
ties, reflecting the positive effects of a low mort-



 

 4 

Global Markets Research 
Covered Bonds & Agencies 

 

Covered Bond & Agency Monitor - Regulatory reforms safeguard the summer lull newsflow 
August 31, 2006 

© Markets & Investment Banking, Global Markets Research. 
 See third to last page for disclaimer. 

gage interest rate environment, stable or appreci-
ating housing prices in most of the its markets, 
and a relatively low national unemployment rate. 
WMB's loan mix is dominated by residential mort-
gages (82%), followed by commercial real estate 
(13%). Asset quality remained good with nonper-
forming loans as a percentage of total assets im-
proving from 0.59% in 2004 to 0.57% in 2005 and 
increasing slightly in the first six months of 2006 
to 0.62%. Please note that this ratio comprises 
both consumer credits and mortgage loans. In 
general, LTV ratios are lower with mortgage lend-
ing.  

W A S H I N G T O N  M U T U A L  B A N K ' S  N O N P E R F O R M I N G  
L O A N S  
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Source: Company Data, HVB Global Markets Research 
 

WMB is well capitalized. Shareholders' equity at 
the end of 2005 was USD 30.0 bn (vs. USD 23.3 bn 
in 2004), the Tier 1 capital was USD 21.1 bn, 
translating into a leverage ratio of 6.56% (Tier 1 
capital to adjusted total assets), the adjusted Tier 1 

capital was USD 16.7 bn (adj. Tier 1 capital to to-
tal risk-weighted assets 8.61%), and the total risk 
based capital was USD 26.5 bn, equal to a total 
capital ratio of 11.62%. 

C A P I T A L  R A T I O S  O F  W A S H I N G T O N  M U T U A L  B A N K  
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Source: Company Data, HVB Global Markets Research 
 

Rating Agencies view: The holding company 
Washington Mutual Inc. (WAMU) is rated A3s/A-
p/As and Washington Mutual Bank (WMB) is rated 
A2s/Ap/As. The ratings for Washington Mutual 
reflect its significant presence in real-estate se-
cured lending, along with its substantial consumer 
franchise and increasingly meaningful core de-
posit base. On February 16, 2005, S&P revised its 
outlook on Washington Mutual Inc. (WAMU) and 
its subsidiary Washington Mutual Bank (WMB) to 
positive from stable. The outlook revision reflected 
the significant improvement in risk management 
practices within WAMU's mortgage bank opera-
tions, in particular the risks of managing a large 
servicing portfolio. A bolstering of the executive 

ranks in the Treasury area and in the mortgage 
banking area lifted the performance, strategic fo-
cus, and liquidity and risk management of WAMU. 
Its unique branching strategy has led to steady 
growth in deposits and households. It is now the 
nation's sixth largest depository, with a national 
market share of 3.2%; WAMU's core deposit 
growth over the past three years is among the 
highest in the banking sector. This coupled with 
its national ranking of third in mortgage origina-
tions and mortgage servicing represents a formi-
dable retail banking franchise that is poised to 
continue on its path of growth. Asset quality and 
liquidity measures remain strong at both the hold-
ing company and bank. WAMU's capital measures 
have also improved, and a shift toward managing 
to a higher tangible capital level post Providian is 
expected.  
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VDP SURVEY ON THE JUMBO COV-
ERED BOND MARKET 

There are various statistics about the primary 
market of European covered bonds, but so far 
there has been no data on the secondary market. 
Information about the secondary market was lim-
ited to spread developments. Now the German As-
sociation of German Pfandbrief Banks (vdp) has 
issued a survey on the 2005 secondary market 
business of investment banks active in the Jumbo 
covered bond market. According to vdp's survey, 
the secondary market for Jumbo covered bonds 
had a total volume of EUR 1085 bn in 2005, rep-
resenting a turnover of 1.7 times outstanding vol-
ume (EUR 646 bn). It is divided into a b2b and a 
b2c segment.  

B 2 B  T RA D I N G  O F  E U R  45 0  B N  I N  2 00 5  

The b2b's market volume in 2005 was about EUR 
450 bn of nominal value. Individual banks con-
tributed volumes from EUR 6 to 80 bn with an av-
erage of EUR 28 bn. The best seller was the Pfand-
brief with a market share of 62%, which was 
higher than its share of outstanding volume (58%), 
followed by Spanish Cédulas with a market share 
of about 20% (share of outstanding volume 23%). 
Other products traded included Obligations Fon-
cières (6% market share), Irish covered bonds and 
UK structured covered bonds (5% each). Other 
covered bonds only played a minor role in the sec-
ondary market. 

B 2 B  D OM I N A T ED  BY  T EL E P H ON E  BA N K I N G  

The B2B segment is dominated by telephone 
transactions, with a share of 60%. 40% of trades 
were conducted through electronic trading plat-
forms. The share of electronic transactions dif-
fered among individual banks ranging from 3% to 
89% of total transactions. It seems that there is a 
significant correlation between the volume of sec-
ondary transactions and the use of electronic plat-
forms, as banks with low trading volumes pre-
ferred an electronic exchange.  

B 2 C  T RAD I NG  O F  E U R  63 5  B N  

The B2C market for Jumbo covered bonds in 2005 
had a total volume of EUR 635 bn. The turnover 
for individual investment banks even had a 
greater range than for the b2b market. Trading 
volumes ranged from EUR 1 to 90 bn ,with an av-
erage of about EUR 20 bn. The relative impor-
tance of customer trades compared to the inter-
bank exchange varied among individual banks, 
ranging from a minimum of 14% of total secon-
dary market transactions to a maximum of 1.28 
times Interbank transactions.  

B 2 C  MA RK ET  F O C U S ED  O N  T H E  F I RS T  Q U A R T ER  

The b2c market is focused on the first quarter of 
the year, with one third of the yearly trading vol-
ume being realized in the first three months. Per-
sonal contact in the b2c segment had a higher im-
portance than in the b2b segment, as 70% of 
trades were executed by telephone. No individual 
investment bank used electronic platforms for 
more than 50% of executed trades. Some banks 

even had non-electronic transactions in the b2c 
segment. Electronic platforms are mainly used by 
investment banks with high secondary market 
turnaround, which is different from the b2b seg-
ment. 

M A RK E T  D EM A N D  M ORE  T A P S  –  N O  W O N D ER 

Market makers were asked about their satisfaction 
with secondary market liquidity. Roughly one third 
were satisfied, another third were only partly sat-
isfied and the rest see room for improvement. 
Market makers demand more frequent tabs for 
small and illiquid covered bonds, a more trans-
parent tab and issuance policy of the issuers and a 
stricter auditing of the listing requirements.  

R E G U LA R  SU RV E YS  B Y  T H E  VD P  MA Y  F O L L O W 

The survey showed that the secondary market for 
Jumbo covered bonds has a considerable size. 
Therefore, covered bonds are not buy-and-hold 
products, but are traded regularly among banks 
and investors. Nevertheless, there have to be fur-
ther surveys on the secondary market for Jumbo 
covered bonds to establish timelines in order to 
understand the development of the market.  
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MARKET MAKING FOR JUMBO COV-
ERED BONDS CHANGED 

The Association of German Pfandbrief banks 
(vdp), the Association of German Public Sector 
Banks (VÖB) and the market makers' association 
ACI agreed on changes for the minimum require-
ments for Jumbo Pfandbriefe. These changes fol-
lowed the recent debate about the abandonment of 
market making for AHBR Jumbos in October 2005, 
which caused irritation among investors. The re-
vised standards' main goal is to continue marked 
making in case of similar events in the future.  

E S T A B L I SH M E N T  O F  MA RK E T  MA KE R  A N D  
I S S U ER  C O M M I T T E E  

A "Market Maker and Issuer Committee" has been 
established. We appreciate such a committee. 

There are several binding changes of the mini-
mum requirements for Jumbo Pfandbriefe: 

– A minimum number of market makers will be 
increased from 3-5 (adjusting to market stan-
dards) 

– Common trading hours are at least from 9:00 to 
17:00 CET; 

– The bid/ask spread for maturities between 20 
and 25 years should be 25 cents. There is no 
constraint for longer maturities; 

– If the abandonment of market making is inevi-
table, this has to be announced to the market in 
an appropriate way. 

On top of this, there are two recommendations. 

– The Market Maker and Issuer Committee shall 
meet regularly in the future, especially if there 
are signs of a crisis, to discuss appropriate 
measures to guarantee the continuation of mar-
ket making or at least to resume market making 
as quickly as possible. 

– The revised standards also suggest that market 
makers should have separate limits for Pfand-
briefe of individual issuers, although it is not 
certain whether banks will adopt this recom-
mendation, as it might affect the bank's risk 
management. 

In our view, these changes are a good step to en-
sure investor trust in the liquidity of Jumbo 
Pfandbriefe, even in stormy seas. 

 

DEXMA AND CDEP MANDATE NEW 
PAPER 

On Wednesday, Italy's Cassa Depositi e Prestiti 
(CDEP Aa2 wp/AA-n/AA-wp) mandated for its up-
coming 5Y covered bond. It will be the fourth of its 
kind. We expect CDEP to target EUR 2 bn in order 
to meet its communicated covered funding target 
of EUR 4 bn p.a. IXIS, Calyon, Nomura and Caboto 
– the capital markets subsidiary of Banca Intesa – 
will act as joint leads. DEXMA also mandated for a 
new 7Y paper. Barclay's, Calyon and Société Gé-
nérale will act as joint leads there. 

ESSENHYP BUYS MORTGAGE PORTFO-
LIO OF AHBR 

HypEssen (A2 s/A- s/A s) announced last week 
that it has bought a portfolio of private mortgage 
lending with a volume of EUR 440 mn from AHBR 
(Baa3 wn/BB+ n./BBB- n). The price was not re-
vealed. The portfolio consists of about 4,100 con-
tracts, all performing, mainly consisting of apart-
ments, single family and semi-detached houses, 
mostly in Nordrhein-Westfalen. 95% of the portfo-
lio consists of first-class mortgages, representing a 
good portfolio quality.  

P O R T F O L I O  W I L L  B E  T RA N S F ER R ED  I N T O  T H E  
C O V E R  P O OL  O F  H Y P E SS E N  

The portfolio will be serviced by the National Bank 
which already conveyed the portfolio to AHBR. 
The portfolio will also be transferred into the 
cover pool of HypEssen, to be refinanced through 
the issuance of Pfandbriefe. Further purchases of 
parts of AHBR's portfolio seem to be possible. 
HypEssen is currently active in public sector lend-
ing and is the second largest issuer of Jumbo cov-
ered bonds in terms of volume outstanding with 
issues amounting to EUR 38.2 bn. Its mortgage 
portfolio represents less than 10% of its mortgage 
loan portfolio with a volume of EUR 7.3 bn.  

In our view, AHBR is on track to get its new busi-
ness model up and running. Nevertheless, at this 
stage, its way too early to expect rating improve-
ments. For HypEssen, the transaction will improve 
diversification and supposedly bring a nice mar-
gin.  
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SWITCH IDEAS IN COVERED BONDS 

We recommend two switches in the covered bond 
market. In the absence of heavy primary market 
activity as seen in H1, the time is ripe for a few 
switch ideas. 

W E  R E C O MM E ND  …  

Buy SANTAN 3.5 14 at swaps +5.7 bp (yd 4.01%) 
Sell BPESP 3 12 at swaps +1.9 bp (yd 3.92%) 

We consider both bonds as almost equally rated. 
SANTAN will undoubtedly be upgraded by 
Moody's in the short term while already carrying 
an AAA rating by Fitch. BPESP is Aaa/AAA/AAA 
rated. In this respect, we do not view the spread 
pick-up of almost 4 bp as justified (in yield terms 9 
bp). Given the duration difference in yield terms, 1 
bp would be acceptable. 

…  A ND   

Buy 100% BKIR 4 13 at swaps -1 bp (yd. 3.94%) 

Sell 33% BKIR 3.5 09 at swaps -7.5 bp (yd. 3.7%) 
Sell 67% BKIR 3.25 15 at swaps -0.0 bp (yd. 4%) 

In both swap and yield terms, this duration-
neutral butterfly trade offers a pick-up of slightly 
more than two basis points. Nevertheless, both 
trades also make sense as a pure switch. Selling 
the shorter in favor of the BKIR 13, the investor is 
compensated for the longer duration by a nice 
pick-up; encountering the yield give-up in switch-
ing from the longer BKIR into the BKIR 13, the 
investor is rewarded in relative terms: he earns 
the same reward with a much shorter duration. 
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RATING ACTIONS 
 

R A T I N G  A C T I O N S  

Date Issuer Agency Action From To 

8/29 CAIXAB Moody's New Rating  Aaa 

Source: Bloomberg, Reuters, HVB Global Markets Research 

 

R A T IN G  F OR  U P C O M I NG C É DU LA S  TE R R I T O R IA -
L E S  O F  C A IX A B  

Moody's has assigned a provisional rating of Aaa 
to the proposed issuance of Spanish public-sector 
covered bonds (Cedulas Territoriales or "CTs") by 
Caja de Ahorros y Pensiones de Barcelona (La 
Caixa, rated Aa2/P-1/B+). At the end of 2005, La 
Caixa was Spain's largest savings bank, its third-
largest banking group and the biggest financial 
institution in Catalonia and the Balearics. The rat-
ings have been granted following a review of both 
the Spanish legal framework and the collateral 
backing the cover pool. The agency noted that in-
formation in the form of its recently published 
covered bond data template was provided.  

Moody's Aaa rating is based on the following key 
characteristics of La Caixa's issuance of covered 
bonds: (i) the current rating of the Sponsor Bank 
(senior unsecured rating of Aa2), (ii) Moody's view 
of the high credit quality of the cover pool which is 
mainly comprised of public-sector loans in Spain, 
(iii) the current assets and projected liabilities 
composition and (iv) the sizeable 43% nominal 
overcollateralization required by the Spanish Fi-
nancial Law.  

Although Moody's considers the covered bonds to 
be linked to the rating of the Sponsor Bank, there 
may be a certain cushion for the issuer downgrade 
without affecting the Aaa assigned to the covered 
bonds.  

The provisional rating addresses the expected loss 
posed to investors by the cover bond at the legal 
final maturity. Other non-credit risks have not 
been addressed, but may have a significant effect 
on the yield to investors. Moody's issues provi-
sional ratings in advance of the final sale of securi-
ties, and these ratings only represent Moody's pre-
liminary opinion. Upon a conclusive review of the 
transaction and associated documentation, 
Moody's will endeavor to assign a definitive rating 
to the bonds.  

The rating follows the announcement of La 
Caixa that it intends to take a step into the 
Jumbo Cédulas Territoriales market in the near 
future. La Caixa will be the third player in the 
Jumbo Territoriales market after the pure Ter-
ritoriales player Banco de Credito Local and 
Banco Santander, which only has one Territori-
ales outstanding. The Aaa rating however, was 
a formality since CAIXAB's Hipotecarias are al-
ready rated Aaa. 

A A 3  S TA B L E  F O R  M U N H Y P  

Moody's confirmed Münchener Hypothekenbank's 
(Munhyp Aa3 s/-/-) Aa3 rating and has down-
graded the financial strength rating (FSR) to C+ 
from B-. The outlook has been changed to stable 
from negative.  

Munhyp with low risk business profile 

According to Moody's, the change in the FSR re-
flect s the bank's limited business profile, but does 
not reflect an increased default risk. The change in 
outlook is due to Moody's assumption that Mun-
hyp will continue with its low risk business profile 
and will further strengthen its efficiency and oper-
ating profitability. 
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MARKET UPDATE 

S P R E A D  P E R F O R M A N C E  O F  R E C E N T L Y  I S S U E D  B O N D S  

Performance vs. Mid Swap

-3.0 -2.5 -2.0 -1.5 -1.0 -0.5 0.0

LBW 3.75 Aug-11

HYPINT 3.75 Jul-10

DUSHYP 3.75 Jan-10

HBOS 4.5 Jul-21

HBOS 4.375 Jul-16

CAJAMM 4.25 Jul-16

BKIR 4 Jul-13

CAIXAB 4.5 Jan-22

CAIXAB 4.25 Jan-17

AYTCED 4.25 Jun-18

IMCEDI 4.25 Jun-16

 
Source: Bloomberg, Reuters, HVB Global Markets Research 
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Source: Bloomberg, Reuters, HVB Global Markets Research 
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Source: Bloomberg, Reuters, HVB Global Markets Research 

 

S U P P L Y  T A B L E  

Name Date Type Volume 
in EUR 

mn 

Maturity Cpn Mid-
Swap

Lead Managers 

Dexia Municipal 
Agency 

21 Aug Tap 150 7/08 3.25  bp CAY 

Eurohypo AG 17 Aug Tap 250 1/09 4  bp ABN, COBA, 
ACAFPF, DRKW, 
HVB, LBSACH, 
NDB, DZ 

Source: Bloomberg, Reuters, HVB Global Markets Research 

 

P R I M A R Y  M A R K E T  A C T I V I T I Y  

Issuer Rating Amount Mat Launch Comment 

SANTAN Aa3/AA-/AA Benchmark t.b.d. This week DB, HSBC, MS, SAN 

CAIXAB Aaa Benchmark 5Y Near future ABN, CALYON, COBA, CAIXA, 
UBS 

DEXMA Aaa/AAA/AAA Benchmark 7Y Near Future BARC, CALYON; SG 

AAB Aaa/AAA/AAA EUR 1.0 bn + Med. Week 36 ABN, IXIS, LBBW 

PASTOR Aaa Benchmark t.b.d Week 37 BP, BARCAP, DKIB, IXIS 

MUNHYP Aaa Benchmark t.b.d. Week 37 BARCAP, BAYLB, DB, DZ 

SHAMPO Exp. Aaa Benchmark t.b.d. Early 

September 

ABN, GS, HVB, SAMPO 

WM Aaa/AAA/AAA Benchmark t.b.d. September ABN, BARCAP, DB 

 

NWIDE Aaa/AAA/AAA Benchmark t.b.d. November BN, BARCAP, DB 

CGD t.b.d. Benchmark t.b.d. 2nd half of 
2006 

BARCAP, CAIXA BANCO IN-
VESTIMENTO, NOMURA, SG 

Source: Bloomberg, Reuters, HVB Global Markets Research 
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C OV E RE D  BON D S  

T O P  1 0  W I N N E R S  

Ticker Cpn Mat ASW 1w 
diff 

WESTLB 3.5 10/08 -9.4 -1.5 

DGHYP 3.5 09/08 -12.4 -1.4 

BYLAN 5.75 06/10 -7.8 -1.0 

HYPESS 3.5 09/08 -12.6 -1.0 

HVB 3 06/08 -12.4 -0.9 

HYPESS 2.75 02/09 -11.0 -0.9 

EURHYP 3.75 11/08 -11.3 -0.7 

DEPFA 5.25 07/11 -8.9 -0.7 

NRBS 3.5 05/09 -8.0 -0.6 

BYLAN 3.25 06/15 -9.7 -0.6 

 

T O P  1 0  L O S E R S  

Ticker Cpn Mat ASW 1w 
diff 

AHBR 2.25 09/07 -1.2 4.1 

DEXMA 3.25 07/08 -14.3 1.4 

BBVASM 3.5 03/11 -0.1 1.2 

AHBR 5 09/09 -0.2 1.1 

BANEST 4.25 09/14 6.0 1.0 

EURHYP 5.25 02/08 -14.5 0.8 

CAJAMM 3.5 03/11 -1.2 0.8 

BBVASM 4.25 07/14 5.6 0.7 

DGHYP 4 04/11 -8.7 0.6 

BBVASM 4.25 01/13 2.4 0.6 

 

 

T O P  1 0  D E A R E S T  

Ticker Cpn Mat ASW Z-
Score

CIFEUR 4.75 10/08 -13.2 -2.6 

NRBS 3.5 05/09 -8.0 -2.4 

HBOS 3.75 07/10 -6.4 -2.3 

BYLAN 3.25 06/15 -9.7 -2.3 

HYPESS 2.75 02/09 -11.0 -2.1 

DEPFA 3.75 01/09 -23.3 -2.1 

DEPFA 4.75 07/08 -18.0 -2.0 

DGHYP 4.25 01/14 -5.9 -1.9 

DEPFA 5.5 02/08 -11.6 -1.9 

CFF 6.125 02/15 -10.6 -1.9 

 

T O P  1 0  C H E A P E S T  

Ticker Cpn Mat ASW Z-
Score

HVB 5.5 12/07 -7.6 2.0 

SANTAN 2.5 01/11 1.0 1.9 

BHH 5.5 11/07 -5.7 1.9 

WHB 2.75 11/07 -11.0 1.5 

BANEST 4.25 09/14 6.0 1.4 

BBVASM 3.5 02/15 6.2 1.3 

LBNRW 4.75 09/07 -12.0 1.2 

BANSAB 3.75 01/11 1.1 1.1 

DEXMA 5.25 02/17 -3.7 1.1 

EURHYP 5.25 09/07 -9.4 1.0 

 

A G E N C I E S  

T O P  1 0  W I N N E R S  

Ticker Cpn Mat ASW 1w 
diff

EIB 4 04/09 -20.2 -2.4 

FHLMC 3.75 07/09 -10.5 -2.3 

KFW 3.5 07/09 -14.6 -1.8 

CADES 3.75 07/09 -16.0 -1.6 

RENTEN 4.125 04/09 -16.8 -1.6 

FHLMC 4.375 01/14 -3.7 -1.4 

DPB 4.75 01/09 -12.4 -1.3 

BNG 4.25 01/09 -20.9 -1.2 

FHLMC 4.75 01/13 -4.7 -1.2 

EIB 3.25 10/08 -35.5 -1.1 

 

T O P  1 0  L O S E R S  

Ticker Cpn Mat ASW 1w 
diff

NRW 5.5 01/08 -10.5 0.7 

EIB 2.75 06/08 -12.5 0.6 

BERGER 3.75 06/13 -5.6 0.5 

KFW 2.5 11/08 -15.9 0.3 

LANDER 3.375 02/12 -6.6 0.3 

KFW 5 07/08 -12.6 0.3 

CAIDEP 2.75 06/08 -7.0 0.2 

LBANK 4.97 01/08 -6.4 0.2 

ICO 3 06/08 -6.6 0.2 

CNA 4.375 05/14 -3.0 0.2 

 

 

T O P  1 0  D E A R E S T  

Ticker Cpn Mat ASW Z-
Score 

EIB 4 04/09 -20.2 -5.2 

FHLMC 3.75 07/09 -10.5 -3.4 

BNG 3 04/10 -10.4 -3.3 

FHLMC 4.375 01/14 -3.7 -3.2 

CADES 3.75 07/09 -16.0 -3.1 

RENTEN 4.125 04/09 -16.8 -3.0 

HESSEN 4 07/09 -9.8 -2.8 

BYLAN 4 05/11 -3.3 -2.7 

UKRAIL 3.125 03/09 -12.9 -2.6 

RENTEN 3 07/10 -9.8 -2.5 

 

T O P  1 0  C H E A P E S T  

Ticker Cpn Mat ASW Z-
Score 

EIB 3 03/08 -14.7 1.8 

KFW 5.5 01/18 -7.0 1.4 

NRW 4 02/08 -10.0 1.3 

LBW 5.375 04/08 -1.7 1.3 

LBW 6.5 09/08 4.3 1.3 

NRWBK 2.5 11/07 -10.9 1.3 

BNG 5.625 10/10 -9.6 1.3 

EIB 2.75 06/08 -12.5 1.2 

ISPA 5.2 07/34 19.4 1.2 

VALMUN 3.25 07/15 -2.2 1.1 

Source: Bloomberg, Reuters, HVB Global Markets 
Research 
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RECOMMENDATIONS 

M A I N  S E C T O R  R E C O M M E N D A T I O N S  

Sector Rec Mod. Dur.

iBoxx / HVB

iBoxx Issuer 
Weight

Portfolio Weight

Sovereigns MW  - - 

Collateralized MW 4.6 / 4.3 43.30% 37.50% 

Sub-Sovereigns OW 5.0 / 5.0 34.00% 35.00% 

Source: Bloomberg, Reuters, HVB Global Markets Research 

C O L L A T E R A L I Z E D  P O R T F O L I O  S E L E C T I O N  

Ticker Cpn Maturity Rating Mod. 
Dur.

iBoxx 
weight

Portfolio 
weight

OW/UW

AYTCED 4 4/7/2014 AAA 6.9 2.30% 3.50% 1.20% 

CAJAMM 3.5 3/25/2011 AAA 4.7 0.80% 5.50% 4.70% 

DEPFA 3.875 7/15/2013 AAA 6.4 3.60% 5.00% 1.40% 

DEXMA 4.25 2/20/2013 AAA 6 1.40% 3.00% 1.60% 

DUSHYP 3.75 7/4/2007 AAA 1.5 0.30% 6.50% 6.20% 

EURHYP 5.75 7/19/2010 AA 4 3.00% 7.00% 4.00% 

NRBS 3.5 5/4/2009 AAA 3.1 0.40% 7.00% 6.60% 

Source: Bloomberg, Reuters, HVB Global Markets Research 

C O V E R E D  B O N D  S E C T O R  V I E W S  

Sector Recommendation for 
trading accounts 

Recommendation for buy-and-hold investors 

Public Sector 
Pfandbriefe 

Overweight Marketweight 

Mortgage 
Pfandbriefe 

Marketweight Marketweight 

Cédulas Marketweight Overweight 

Multi-Cédulas Marketweight Marketweight 

France Covered Overweight Underweight 

UK Covered Marketweight Overweight 

Source: Bloomberg, Reuters, HVB Global Markets Research 

S S A  P O R T F O L I O  S E L E C T I O N  

Ticker Cpn Maturity Rating Mod. 
Dur.

iBoxx 
weight

Portfolio 
weight

OW/UW 

Regions        

BERGER 5 4/1/2011 Aa3 4.8 0.30% 3.00% 2.70% 

NRW 3.5 11/16/2015 AA- 7.4 2.50% 3.00% 0.50% 

SACHAN 5.75 3/15/2010 AA- 5.8 1.90% 3.00% 1.10% 

VALMUN 3.25 11/24/2010 AA- 4 0.50% 3.00% 2.50% 

Agencies        

KFW 3.874 1/4/2013 AAA 3 0.80% 4.00% 3.20% 

LBANK 3.25 7/6/2009 AA+ 4.5 0.60% 2.00% 1.40% 

ICO 2.875 3/16/2000 AAA 4.6 1.10% 1.50% 0.40% 

NEDWBK 4 3/12/2013 AAA 6.3 1.40% 1.40% 0.00% 

FHLMC 4.75 1/15/2013 AAA 5.8 4.50% 4.50% 0.00% 

Suprana-
tionals 

       

EIB 5.375 10/15/2012 AAA 5.8 4.50% 4.50% 0.00% 

        

Source: Bloomberg, Reuters, HVB Global Markets Research 

S S A  S E C T O R  V I E W S  

Sector Sub-Sector Recommendation 

Regions Germany Marketweight 

 Spain Overweight 

 Italy Marketweight 

Agencies Germany Marketweight 

 Spain Overweight 

 France Underweight 

 Netherlands Marketweight 

 US Marketweight 

Source: Bloomberg, Reuters, HVB Global Markets Research 
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MARKET SNAPSHOT 
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Source: Bloomberg, Reuters, HVB Global Markets Research 
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S U P P L Y  Y T D  B Y  S U P P L Y  T Y P E  
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S U P P L Y  Y T D  B Y  I S S U E  S T Y L E  
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Source: Bloomberg, Reuters, HVB Global Markets Research 
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Source: Bloomberg, Reuters, HVB Global Markets Research 
 

S E C T O R  S U M M A R Y  O U T S T A N D I N G  B O N D S  

Country Total 
Volume 

in EUR bn

No. of 
Bonds 

Avg. Size 
in EUR bn 

WA Mod. 
Dur. in 

Years

Germany 355.8 218 1.6 2.7 

Spain 198.0 104 1.9 6.6 

France 90.0 55 1.6 4.4 

Ireland 37.0 15 2.5 3.8 

United King-
dom 

34.8 19 1.8 6.4 

Italy 6.0 3 2.0 4.3 

Austria 6.0 6 1.0 4.8 

Source: Bloomberg, Reuters, HVB Global Markets Research 

 
 

M A R K E T  S H A R E  O F  T O P  1 0  I S S U E R S  

7.0%

6.5%

5.6%

5.3%

4.5%

4.1%

3.9%

3.6%

3.4%

3.0%

53.1%

0% 10% 20% 30% 40% 50% 60%

DEPFA

EURHYP

AYTCED

HYPESS

BBVASM

CFF

DGHYP

AHBR

HVB

CAIXAB

Other  
Source: Bloomberg, Reuters, HVB Global Markets Research 
 

T O P  1 0  I S S U E R  P R O F I L E S  

Ticker Total 
Volume 

in EUR bn

No. of 
Bonds

Avg. Size 
in EUR bn 

WA Mod. 
Dur.

DEPFA 51.9 21 2.5 3.3 

EURHYP 48.2 22 2.2 2.7 

AYTCED 41.6 19 2.2 6.8 

HYPESS 39.5 19 2.1 2.2 

BBVASM 33.0 15 2.2 5.5 

CFF 30.1 16 1.9 4.7 

DGHYP 29.2 17 1.7 2.9 

AHBR 27.0 17 1.6 2.4 

HVB 24.9 14 1.8 3.5 

CAIXAB 22.3 11 2.0 7.4 

Source: Bloomberg, Reuters, HVB Global Markets Research 

 
 

D I S T R I B U T I O N  B Y  M O D I F I E D  D U R A T I O N  
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Source: Bloomberg, Reuters, HVB Global Markets Research 
 

T O P  1 0  R E D E M P T I O N  M O N T H S  

Month Volume No. of Bonds 

Jan-2007 14.6 8 

Sep-2007 15.2 8 

Apr-2008 12.9 6 

Jan-2009 13.4 6 

Feb-2009 12.0 8 

Jun-2010 15.7 7 

Jul-2010 25.1 11 

Jan-2011 12.9 7 

Apr-2011 18.8 9 

Jan-2013 19.7 9 

Source: Bloomberg, Reuters, HVB Global Markets Research 
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DISCLAIMER 
This analysis was prepared by Mr. Florian Hillenbrand (Analyst), Ms. 
Valentina Stadler (Analyst), Mr. Bernd Volk (Analyst) and Franz Rudolf 
(Analyst) and was published the first time on 08/31/2006  
Responsibility for its preparation lies with: Bayerische Hypo- und 
Vereinsbank AG, Am Tucherpark 16, 80538 Munich, Germany’ 
Regulatory authority: “BaFin” – Bundesanstalt für Finanzdien-
stleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt, Germany 

 

Important notices acc. § 4/ 4; 4 Fin AnV: 

 

Company Date Product Rating 

    

 

BIW: Bank & Insurance Watch, CBM: Covered Bond Monitor, CCT: Corporate 
CDS Tracker, CF: Credit Flash, CSS: Credit Strategy Special, CV: Credit View, 
DCB: Daily Credit Briefing, ECP: Euro Credit Pilot, HGC: High Grade Com-
pass, HYCO: Euro High Yield & Crossovers, SF: Sector Flash, SMW: Securitiza-
tion Market Watch, SR: Sector Report, SU: Strategy Update 
 

Other important notices: 

Key 1a: Bayerische Hypo- und Vereinsbank AG and/or a company affili-
ated with it pursuant to § 15 AktienG (German Stock Corpora-
tion Act) owns at least 5% of the capital stock of the company.  

Key 1b: The analyzed company owns at least 5% of the capital stock of 
Bayerische Hypo- und Vereinsbank AG and/or a company affili-
ated with it pursuant to § 15 AktienG (German Stock Corpora-
tion Act). 

Key 2: Bayerische Hypo- und Vereinsbank AG and/or a company affili-
ated with it pursuant to § 15 AktG (German Stock Corporation 
Act) belonged to a syndicate that has acquired securities of the 
analyzed company within the twelve months preceding publica-
tion. 

Key 3: Bayerische Hypo- und Vereinsbank AG and/or a company affili-
ated with it pursuant to § 15 AktG (German Stock Corporation 
Act) administers the securities issued by the analyzed company 
on the stock exchange or on the market by quoting bid and ask 
prices. 

 Key 4: The analyzed company and Bayerische Hypo- und Vereinsbank 
AG and/or a company affiliated with it pursuant to § 15 AktG 
(German Stock Corporation Act) concluded an agreement on ser-
vices in connection with investment banking transactions in the 
last 12 months, in return for which the Bank received a consid-
eration or promise of consideration. 

Key 5: The analyzed company and Bayerische Hypo- und Vereinsbank 
AG and/or a company affiliated with it pursuant to § 15 AktG 
(German Stock Corporation Act) have concluded an agreement 
on the preparation of analyses.  

 

Company - Key: Aareal Bank 2 ; Allgemeine Hypothekenbank Rheinboden AG 
2 ; AyT Cédulas Cajas 2 ; Banco Bilbao Vizcaya Argentaria SA 2 ; BANCO 
ESP.CREDITO SA (BANESTO) 2 ; Banco Sabadell 2 ; Banco Santander Central 
Hispano 2 ; BAWAG 2 ; BANKGESELLSCHAFT BERLIN AG 2 ; BARCLAYS 2 ; Bay-
erische Landesbank 2 ; BBVA 2 ; Berlin-Hannoversche Hypothekenbank AG 2 ; 
BfG Hypothekenbank AG 2 ; BGB Bankgesellschaft Berlin 2 ; BRADFORD & 
BINGLEY PLC 2 Caisse de Refinancement de l'Habitat 2 ; Caisse de Refinance-
ment Hypothecaire 2 ; Caixa Catalunya 2 ; Caixa d'Estalvis I Pensions de Barce-
lona 2 ; Caja Madrid 2 ; CIF Euromortgage 2 ; Commerzbank 2 ; Compagnie de 
Financement Foncier 2 ; CREDIT FONCIER DE FRANCE 2 ; Credit Suisse Group 2 ; 
DEPFA BANK plc. 2 ; DG HYP 2; Deutsche Hypothekenbank 2 ; DEXIA 2 ; Dexia 
Hypothekenbank Berlin AG 2 ; Düsseldorf Hypothekenbank AG 2 ; Eurohypo 
Aktiengesellschaft 2 ; Eurohypo SA Luxemburg 2 ; GZ-BANK AG 2 ; Hambur-
gische Landesbank 2 ; Helaba Finance B.V. 2 ; HSH Nordbank AG 2 ; HVB Real 
Estate Bank 2 ; Hypo Real Estate Holding AG 3 ; Hypothekenbank in Essen 2 ; 
Instituto de Credito Official 2 ; Instituto de Credito Oficial 2 ; KFW 2 ; Kom-
munalkredit Austria AG 2 ; La Caixa de Barcelona 2 ; LANDESBANK BADEN-
WUERTTEMBERG 2 ; Landesbank Berlin 2 ; Münchener Hypothekenbank eG 2 ; 
Norddeutsche Landesbank 2 ; Sanpaolo IMI 2 ; Santander Central Hispano 2 ; 
SEB Hypothekenbank AG 2 ; Svenska Handelsbanken 2 ; UniCredito Italiano 2 ; 
Westdeutsche Landesbank Girozentrale 2 ; Westfälische Hypothekenbank AG 2 
; Westfälische Landschaft. Bodenkreditbank 2 ; Württembergische Hypothek-
enbank AG 2 

 

 Significant financial interest:  

Bayerische Hypo- und Vereinsbank AG and companies affiliated with it 
regularly trade shares of the analyzed company. Analyses may refer to one 
or several companies and to the securities issued by them. 
The author’s remuneration has not been, and will not be, geared to the 
recommendations or views expressed in this study, neither directly nor 
indirectly. 
In some cases, the analyzed issuers have actively supplied information for 
this analysis. 
To prevent or remedy conflicts of interest, Bayerische Hypo- und Vereins-
bank AG has established the organizational arrangements required from a 
legal and supervisory aspect, adherence to which is monitored by its Com-
pliance department. 

The prices used in the analysis are the closing prices of the Xetra 
system or the closing prices of official trading on the Frankfurt 
Stock Exchange or the closing prices on the relevant local stock 
exchanges. In the case of unlisted stocks, the average market prices 
based on various major broker sources (OTC market) are used. 

Our recommendations are based on information available to the general 
public that we consider to be reliable but for the completeness and 
accuracy of which we assume no liability. We reserve the right to mod-
ify the views expressed herein at any time and without notice. 
Moreover, we reserve the right not to update this information or to 
discontinue it altogether without notice. The investment possibilities 
discussed in this report may not be suitable for certain investors 
depending on their specific investment objectives and time horizon or in 
the context of their overall financial situation. In particular the risks 
associated with an investment in the securities or the financial 
instruments under discussion are not explained in its entirety. This 
information is given without any warranty on an “as is” basis and should 
not be regarded as a substitute for obtaining individual advice. Please 
contact your bank’s investment advisor for individual explanations and 
advice. Provision of this information shall not be construed as 
constituting an offer to enter into a consulting agreement. 

You will find an overview of the breakdown in absolute and relative 
terms of our investment ratings on our website www.hvb.de under the 
heading “Disclaimer.” 

Our investment ratings are in principle judgments relative to an index as 
a benchmark. Our ratings are as follows: Buy, Outperform, Neutral, 
Underperform and Sell. Outperform/Underperform ratings mean that 
we expect a stock to outperform or underperform the benchmark by 
more than 5%. Similarly, a Buy or Sell rating is based on the assumption 
of outperformance or underperformance of more than 10%, including 
an absolute component (i.e. projected absolute gains or losses). The 
benchmark for the stocks covered in this publication is the Euro STOXX 
50. 
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Issuer level: 

Marketweight: We recommend to have the same portfolio exposure in 
the name as the respective reference index (the iBoxx index universe for 
high-grade names and the ML EUR HY index for sub-investment grade 
names) 
Overweight: We recommend to have a higher portfolio exposure in the 
name as the respective reference index (the iBoxx index universe for high-
grade names and the ML EUR HY index for sub-investment grade names) 
Underweight: We recommend to have a lower portfolio exposure in the 
name as the respective reference index (the iBoxx index universe for high-
grade names and the ML EUR HY index for sub-investment grade names) 

 

Instrument level: 

Core hold: We recommend to hold the respective instrument for investors 
who already have exposure. 
Sell: We recommend to sell the respective instrument for investors who 
already have exposure. 
Buy: We recommend to buy the respective instrument for investors who 
already have exposure. 

 

Note on what the evaluation of equities is based: 

Company valuations are based on the following valuation methods: Multi-
ple-based models (P/E, P/cash flow, EV/sales, EV/EBIT, EV/EBITA, EV/EBITDA), 
peer-group comparisons, historical valuation approaches, discount models 
(DCF, DVMA,DDM), break-up value approaches or asset-based evaluation 
methods. Furthermore, recommendations are also based on the Economic 
profit approach. Valuation models are dependent on macroeconomic fac-
tors, such as interest rates, exchange rates, raw materials, and on assump-
tions about the economy. Furthermore, market sentiment affects the valua-
tion of companies. The valuation is also based on expectations that might 
change rapidly and without notice, depending on developments specific to 
individual industries. Our recommendations and target prices derived from 
the models might therefore change accordingly. The investment ratings 
generally relate to a 6 to 9-month horizon. They are, however, also subject 
to market conditions and can only represent a snapshot. The ratings may in 
fact be achieved more quickly or slowly than expected, or need to be re-
vised upward or downward. 

 

 

 Note on the bases of valuation for interest-bearing securities: 

Trading recommendations for fixed-interest securities mostly focus on the 
credit spread (yield difference between the fixed-interest security and the 
relevant government bond or swap rate) and on the rating views and 
methodologies of recognized agencies (S&P, Moody’s, Fitch). Depending on 
the type of investor, investment ratings may refer to a short period or to a 
6 to 9-month horizon. 

Please note that the provision of securities services may be subject to re-
strictions in certain jurisdictions. You are required to acquaint yourself with 
local laws and restrictions on the usage and the availability of any services 
described herein. The information is not intended for distribution to or use 
by any person or entity in any jurisdiction where such distribution would be 
contrary to the applicable law or provisions.  

 

Notice to U.K. residents: 

This report is intended for clients of Bayerische Hypo- und Vereinsbank AG 
who are market counterparties or intermediate customers (both as defined 
by the “FSA”, the Financial Services Authority) and is not intended for use 
by any other person, in particular, private customers as defined by the FSA 
Rules. This report is not to be construed as a solicitation to buy or an offer 
to sell any securities. The information in this publication is based on care-
fully selected sources believed to be reliable, but we do not make any 
representation with respect to its completeness or accuracy. All opinions 
expressed in this report reflect our assessment at this time and are subject 
to change without notice.  
We and/or other members of Bayerische Hypo- und Vereinsbank Group may 
take a long or short position and buy or sell securities mentioned in this 
publication. We and/or members of Bayerische Hypo- und Vereinsbank 
Group may act as investment bankers and/or commercial bankers for issuers 
of securities mentioned, be represented on the board of such issuers and/or 
act as “market makers” for such securities. The Bank and its affiliates may 
also, from time to time, have a consulting relationship with a company 
mentioned in this report.  
The investment opportunities discussed in this report may be unsuitable for 
certain investors depending on their specific investment objectives and 
financial position. Investors are recommended to obtain the advice of their 
banker/broker about investments prior to entering into them. 
Bayerische Hypo- und Vereinsbank AG London branch is regulated by the 
FSA. 

 

 Notice to U.S. residents: 

The information contained in this report is intended solely for institu-
tional clients of Bayerische Hypo- und Vereinsbank AG, New York Branch 
(“HypoVereinsbank”) and HVB Capital Markets, Inc. (“HVB Capital” and, 
together with HypoVereinsbank, “HVB”) in the United States, and may 
not be used or relied upon by any other person for any purpose. Such 
information is provided for informational purposes only and does not 
constitute a solicitation to buy or an offer to sell any securities under the 
Securities Act of 1933, as amended, or under any other U.S. federal or 
state securities laws, rules or regulations. The investment opportunities 
discussed in this report may be unsuitable for certain investors depend-
ing on their specific investment objectives, risk tolerance and financial 
position. 
In jurisdictions where HVB is not registered or licensed to trade in securi-
ties, commodities or other financial products, transactions may be exe-
cuted only in accordance with applicable law and legislation, which may 
vary from jurisdiction to jurisdiction and may require that a transaction 
be made in accordance with applicable exemptions from registration or 
licensing requirements. 
The information in this publication is based on carefully selected sources 
believed to be reliable, but HVB does not make any representation with 
respect to its completeness or accuracy. All opinions expressed herein 
reflect HVB's judgment at the original time of publication, without re-
gard to the date on which you may receive such information, and are 
subject to change without notice. 
HVB may have issued other reports that are inconsistent with, and reach 
different conclusions from, the information presented in this report. 
These publications reflect the different assumptions, views and analytical 
methods of the analysts who prepared them. Past performance should 
not be taken as an indication or guarantee of future performance, and 
no representation or warranty, express or implied, is provided in relation 
to future performance.  
HVB and any company affiliated with it may, with respect to any securi-
ties discussed herein: (a) take a long or short position and buy or sell such 
securities; (b) act as investment and/or commercial bankers for issuers of 
such securities; (c) act as market makers for such securities; (d) serve on 
the board of any issuer of such securities; and (e) act as paid consultant 
or advisor to any issuer. 
The information contained herein may include forward-looking state-
ments within the meaning of U.S. federal securities laws that are subject 
to risks and uncertainties. Factors that could cause a company’s actual 
results and financial condition to differ from expectations include, with-
out limitation: political uncertainty, changes in general economic condi-
tions that adversely affect the level of demand for the company’s prod-
ucts or services, changes foreign exchange markets, changes in interna-
tional and domestic financial markets and in the competitive environ-
ment, and other factors relating to the foregoing. All forward-looking 
statements contained in this report are qualified in their entirety by this 
cautionary statement. 
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