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Introducing DGBi 2030
Overview

General:

ISIN: DK0009923724

Coupon: 0.1%

Maturity: 15 November 2030

The first auction will be on 7 February 2018 at 10:15 AM with a target sale of DKK 3-5bn nominal value

The nominal comparable bond with the closest maturity is DGB 2027, which have a coupon of 0.5%

Danish inflation forecast: 1.2% in 2018 and 1.5% in 2019 vs 1.4% by 2019 in the Euro area

When the bond reach an outstanding amount of DKK 5bn it will be included in the BB World Government Inflation-Linked Bond Index

Pricing:

We have adjusted the real yield for the seasonality effect in the consumer prices

We see an indicative BEI of 1.29% and a yield of -0.47% for DGBi2030, which is not adjusted for the seasonality effect. This corresponds to
an indicative yield spread of 22bps to DBRi 2030

We expect that there will be an issuance premium at the first auction on 7 February

Key figures for DGBi and DBRI - not seasonality adjusted

BEI - bond BEI - match maturity Real yield Nominel yield

Bond Maturity Yield . Bond comparable
comp curve point spread spread
DGBi 2023 15/11/2023 -1.06% 1.14% 115% 0.18% 0.13% DK 1.5 15Nov23
DGBi 2030 15/11/2030 -0.47%* 1.04%* 1.29%* 0.22%* -0.06%* DK 0.5 nov-27
DBRi 2023  15/04/2023 -1.24% 1.18% 1.19% DE 1.5 15May23
DBRi 2030  15/04/2030 -0.69% 1.32% 1.45% DE 6.25 04Jan30

*Indicative pricing
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Introducing DGBi 2030
Break even structure for DGBi and DBRI

e The amount of comparable nominal bonds maturing in 2030 for
Denmark and Germany is limited, with DBR 2030 having a coupon
of 6.25% and DGB 2027 having a maturity, which is 3 years
shorter. The resulting BEI structure can be seen in graph 1

» We have therefore used the match maturity curve points for the
Danish and German government curves to find the nominal yield
for DGBI 2030

e Our calculation is based on seasonality adjusted real yields, where
the resulting BEI structure can be seen in graph 2

» By adjusting for the seasonality we arrive at the BEI structure in
graph 3

* On the following slides we go through our calculations in details
together with general information of the new bond and our
inflation forecast

2. BEl from match maturity curve points with seasonality

adjustments

BEI structure calculated from curve points

19% with seasonality adjustments

1.8% -
1.7% -
1.6% -
1.5% -

DBRi Apr-46

DBRi-Apr-30

1.4% - DBRi Apr-23
0, 4

1.3% DGBi nov-30

1.2% - DBRi Apr-20

11% -

1.0% - DGBi Nov-23

0.9% -

0.8% T T T T T T T
Apr-18 Apr-22 Apr-26 Apr-30 Apr-34 Apr-38 Apr-42 Apr-46

-@-DBRi DGBi

Source: Nordea Markets

1. BEI from comparable bonds
1.8% 1 BE! structure calculated from comparable bond

17% - DBRIi Apr-46

16% 1

1.5% -

1.4% - DBRiApr-30

13% - DBRi Apr-26,

12% - DBRiApr-23

11% | DGBi Nov-23

1.0% -

0.5% | DGBi Nov-30
DBRi Apr-20
0.8% T T T T T T T
Jan-18 Jan-22 Jan-26 Jan-30 Jan-34 Jan-38 Jan-42 Jan-46
-@~-DBRi DGBi

Source: Nordea Markets

3. BEI from match maturity curve points without

seasonality adjustment

BEI structure calculated from curve points
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Introducing DGBi 2030
General information

« ISIN: DK0009923724

» The new bond will replace DGBi2023 as the key on-the-run issue

e The aim is to build up the outstanding amount to a minimum of DKK 20bn through auctions, tap sale and switch auctions
* The maturity is 15 November 2030. The redemption amount will be calculated as follows:

Redemption amount = Nominal Principal Amount X Indexation Coefficient;s November 2030

* The bond has a coupon of 0.1%. The first coupon fall due on 15 November 2018 and the interest will be paid annual at 15
November. The annual interest amount will be calculated as follows:

Interest amount = 0.1 per cent X Nominal Principal Amount X Indexation Coefficientpterest payment date

* The Indexation Coefficient is calculated as followers, where both the numerator and denominator are rounded to the nearest
fifth decimal:

Reference Indexp,te

Indexation Coefficient =
Interest payment date Base Index

» Here the Base Index equals 101.74667, where the base year is 2015. If the base year change over the lifetime of the bond then
the new index base should be used together with an index rebasing key

» The Reference Index for a specific date is calculated as follow

Reference Indexp,e = CPIy_3 + < > X (CPIy—, — CPIy_3)

. Vr\]/her_e M (ijs the month of calculations, D is the actual number of days in the calendar month M and T is the calendar day of
the given date
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Introducing DGBi 2030
Timing and auction details

» The first auction will take place Wednesday 7 February 2018
* [SINs: DK0009923724
« At the auction, the target for the total sale is DKK 3-5 billion at nominal value

» The Danish central bank has published that they will focus their issuing in DGBi2030 and the 2Y and 10Y benchmark bonds in
2018

» As from 8:00 a.m. (CET) on the opening day, bids can be submitted until 10:15 a.m. Subsequently, a cut-off price will be fixed
as quickly as possible and within 10 minutes at the latest. Bids at the cut-off price or above will be accommodated at the cut-
off price. A pro-rata allocation of bids at the cut-off price may be applied.

* The sale will commence via MTS Denmark's auction system with primary dealers as counterparts. The opening is contingent
on stable market conditions.
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Introducing DGBi 2030
Large fluctuations in Danish inflation — but the trend has been up

» Danish consumer prices fluctuated much in 2017. In July last year the inflation print year-over-year suddenly rose by 0.9%
point. In the subsequent months the new level around 1.5% was maintained, but towards the end of the year inflation edged
lower again, hitting 1.0% in December

* Despite the fairly large fluctuations over the year, the trend has been upwards since the end of 2016. On average Danish
inflation rose by 1.1% in 2017 — the highest level since 2012

* The increase has mainly been driven by higher prices on Food, Housing and Transport. At the same time Communication do
no longer act as a drag on Danish inflation
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Kilde: Nordea Markets og Macrobond
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Introducing DGBi 2030
The upward trend in inflation will continue in 2018

» We expect Danish inflation to continue the upward trend
that began in 2017 and to reach 1.2% in 2018. In 2019 454

o s
inflation should continue to move higher, with an average aol? Consumer price fndex Al 40
year-over-year rate of inflation of 1.5% 35 | 35

* This rise will be driven partly by a higher contribution from 301 30
rents which have a weighting of more than 21% in the 251 25
overall CPI. Over the past year, we expect rents to have 201 20
risen relatively sharply given the substantial price increases 15 P15
in the market for owner-occupied flats. We expect an 1.0 10
increase in rents in 2018 of approximately 2.25%. If we are 05 05
right, from February 2018 it will lift the year-over-year CPI 0.0 - 00
changes by 0.47% point versus 0.33% point currently. 54 05

e During the period from early 2013 to mid-2017 Danish ceoom e i B 516N17M1ﬁ33”
inflation was at a historically low level. The very low
inflation during that period was mainly due to a sharp fall in
services prices prompted among other things by lower 607 %yl A"::;i‘t’:::c‘:gfs' 7
wage growth and overall weak demand in the Danish > >3

5.0 1 r5.0

economy. Subsequently, the rate of wage increases has

picked up. We expect the rising labour costs and increased 451 L 45
pricing power to boost prices especially in the services 401 20
sector. 351 35
i A |
« To see more on our inflation forecast please see here: >0 =Y 30
https://e-markets.nordea.com/#!/article/42436/danish- 251 s
inflation-outlook 20 oo
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Introducing DGBi 2030
Danish inflation will slightly outpace Euro-area inflation

Towards end-2019 we expect Danish inflation to slightly outpace Euro area inflation. This forecast is mainly based on two factors:

» The Danish economy is running closer to full capacity compared to the Euro area. This has already triggered higher wage increases
which eventually will spill over to higher service inflation in Denmark.

» A stronger positive contribution from higher housing rents — both because of higher prices and because of a much larger weight in the
Danish CPI relative to the Euro area HICP.
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Introducing DGBi 2030
Current pricing of DGBi 2023

* The break-even inflation, BEI, for DGBs has increased over the last  Breagkeven inflation and spread

couple of months
BEI DGBi vs DBRI BEl spread, bps

* The current BEI is 1.14%, so if the actual annual inflation on 125% 1 [

average is above 1.14% until 2023, then the bond provides a 115% |
higher payoff than the corresponding nominal bond 11(1)2; 1
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. . . Real vs nominal bond yield
e The real yield spread between DGBi and DBRi 2023 has overall

decreased in 2017 with 20bps to 0.2% (Y)i.igzpfead DGBi vs DBRi BEl spread bzﬁ_’;s
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Introducing DGBi 2030
Indicative real yield of -0.47% non-adjusted for seasonality

For the nominal yields we have used the match maturity points on the Danish government curve and German government curves instead
of the nominal bonds with the closest maturity, since DGB 2027 has a maturity, which is 3 years shorter, and DBR 2030 has a coupon of
6.25% vs 0.5% for DBRi 2030

In our calculation, we have adjusted the real yield for the seasonality effect in the consumer prices

We have calculated the adjusted BEI for DGBi 2030 by adding the BEI structure between DBRi 2023 and DBRi 2030 to the BEI for DGBI
2023

The non-adjusted real yield and BEI results for DGBi 2030 is based on the adjusted yield result

We end at an indicative yield of -0.47% for DGBi2030, which is not adjusted for the seasonality effect. This corresponds to a price of DKK
107.5 and an indicative yield spread of 22bps to DBRi 2030

We expect that there will be an issuance premium at the first auction on 7 February

Calculation summary for DGBi 2030

Seasonality

Non-adjusted Adjusted .
adjustment
DKKgov yield, 15/11/23 0.09% 0.09%
DGBI23 yield -1.06% -1.00% 0.06%
BEI DGBi23 115% 1.09%
DEMgov vield, 15/4/23 -0.06% -0.06%
DBRi23 yield -1.24% -1.40% -0.16%
BEI DBRi23 1.19% 1.34%
DEMgov vyield, 15/4/30 0.76% 0.76%
DBRIi30, yield -0.69% -0.76% -0.07%
BEI DBRi30 1.45% 1.52%
BEI DBRi 23vs30 0.26% 0.18%
DKKgov yield, 15/11/30 0.82% 0.82%
DGBI30 yield -0.47% -0.45% 0.02%
BEI DGBi30 1.29% 1.27%
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Introducing DGBi 2030
BEI for DBRi 2023 and DBRi 2030

* Inthe calculation for the BEI for DGBi 2030 we have used the BEI spread for DBRi 2023 vs DBRi 2030
* As can be seen the spread has tightened since July 2017 and been trading between 0.10% and 0.15% since October

Break even spread for DBRI
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Disclaimer

Origin of the publication or report

This publication or report originates from: Nordea Bank AB (publ), including its
branches Nordea Danmark, filial af Nordea Bank AB (publ), Sverige, Nordea Bank AB
(publ), filial i Finland and Nordea Bank AB (publ), filial i Norge (together “Nordea”)
acting through their unit Nordea Markets.

Nordea Bank AB (publ) is supervised by the Swedish Financial Supervisory Authority
and the branches are supervised by the Swedish Financial Supervisory Authority and
the Financial Supervisory Authorities in their respective countries.

Content of the publication or report
This publication or report has been prepared solely by Nordea Markets.

Opinions or suggestions from Nordea Markets may deviate from recommendations or
opinions presented by other departments in Nordea. The reason may typically be the
result of differing time horizons, methodologies, contexts or other factors.

Opinions and price targets are based on one or more methods of valuation, for instance
cash flow analysis, use of multiples, behavioural technical analyses of underlying
market movements in combination with considerations of the market situation and the
time horizon. Key assumptions of forecasts, price targets and projections in research
cited or reproduced appear in the research material from the named sources. The date
of publication appears from the research material cited or reproduced. Opinions and
estimates may be updated in subsequent versions of the publication or report, provided
that the relevant company/issuer is treated anew in such later versions of the
publication or report.

Validity of the publication or report

All opinions and estimates in this publication or report are, regardless of source, given
in good faith, and may only be valid as of the stated date of this publication or report
and are subject to change without notice.

No individual investment or tax advice

The publication or report is intended only to provide general and preliminary information
to investors and shall not be construed as the basis for any investment decision. This
publication or report has been prepared by Nordea Markets as general information for
private use of investors to whom the publication or report has been distributed, but it is
not intended as a personal recommendation of particular financial instruments or
strategies and thus it does not provide individually tailored investment advice, and does
not take into account the individual investor’s particular financial situation, existing
holdings or liabilities, investment knowledge and experience, investment objective and
horizon or risk profile and preferences. The investor must particularly ensure the
suitability of an investment as regards his/her financial and fiscal situation and
investment objectives. The investor bears the risk of losses in connection with an
investment.

Before acting on any information in this publication or report, it is recommendable to
consult one’s financial advisor.

The information contained in this publication or report does not constitute advice on the
tax consequences of making any particular investment decision. Each investor shall
make his/her own appraisal of the tax and other financial merits of his/her investment.

Sources

This publication or report may be based on or contain information, such as opinions,
recommendations, estimates, price targets and valuations which emanate from:
Nordea Markets’ analysts or representatives,

Publicly available information,

Information from other units of Nordea, or

Other named sources.

To the extent this publication or report is based on or contain information emanating
from other sources (“Other Sources”) than Nordea Markets (“External Information”),
Nordea Markets has deemed the Other Sources to be reliable but neither Nordea,
others associated or affiliated with Nordea nor any other person, do guarantee the
accuracy, adequacy or completeness of the External Information.

The perception of opinions or recommendations such as Buy or Sell or similar
expressions may vary and the definition is therefore shown in the research material or
on the website of each named source.

Limitation of liability

Nordea or other associated and affiliated companies assume no liability as regards to
any investment, divestment or retention decision taken by the investor on the basis of
this publication or report. In no event will Nordea or other associated and affiliated
companies be liable for direct, indirect or incidental, special or consequential damages
resulting from the information in this publication or report.

Risk information

The risk of investing in certain financial instruments, including those mentioned in this
document, is generally high, as their market value is exposed to a lot of different factors
such as the operational and financial conditions of the relevant company, growth
prospects, change in interest rates, the economic and political environment, foreign
exchange rates, shifts in market sentiments etc. Where an investment or security is
denominated in a different currency to the investor’s currency of reference, changes in
rates of exchange may have an adverse effect on the value, price or income of or from
that investment to the investor. Past performance is not a guide to future performance.
Estimates of future performance are based on assumptions that may not be realized.
When investing in individual shares, the investor may lose all or part of the investments.
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Conflicts of interest

Nordea, affiliates or staff in Nordea, may perform services for, solicit business from,
hold long or short positions in, or otherwise be interested in the investments (including
derivatives) of any company mentioned in the publication or report.

To limit possible conflicts of interest and counter the abuse of inside knowledge, the
analysts of Nordea Markets are subject to internal rules on sound ethical conduct, the
management of inside information, handling of unpublished research material, contact
with other units of Nordea and personal account dealing. The internal rules have been
prepared in accordance with applicable legislation and relevant industry standards. The
object of the internal rules is for example to ensure that no analyst will abuse or cause
others to abuse confidential information. It is the policy of Nordea Markets that no direct
link exists between revenues from capital markets activities and individual analyst
remuneration. Research analysts are remunerated in part based on the overall
profitability of Nordea Bank, which includes Markets revenues, but do not receive
bonuses or other remuneration linked to specific capital markets transactions. Nordea
and the branches are members of national stockbrokers’ associations in each of the
countries in which Nordea has head offices. Internal rules have been developed in
accordance with recommendations issued by the stockbrokers associations. This
material has been prepared following the Nordea Conflict of Interest Policy, which may
be viewed at www.nordea.com/mifid

Important disclosures of interests regarding this research material as well as
recommendation changes in the past 12 months are available at:
https://research.nordea.com/FICC

Distribution restriction

The securities referred to in this publication or report may not be eligible for sale in
some jurisdictions. This research report is not intended for, and must not be distributed
to private customers in Great Britain or the US.

In Singapore, this research report is intended only for, and may be distributed only to,
accredited investors, expert investors or institutional investors who may contact Nordea
Bank AB Singapore Branch of 138 Market Street, #09-01 CapitaGreen, Singapore
048946.

This publication or report may be distributed by Nordea Bank Luxembourg S.A., 562
rue de Neudorf, L-2015 Luxembourg which is subject to the supervision of the
Commission de Surveillance du Secteur Financier.

This publication or report may be distributed by Nordea Bank, Singapore Branch, which
is subject to the supervision of the Monetary Authority of Singapore.

This publication or report may not be mechanically duplicated, photocopied or
otherwise reproduced, in full or in part, under applicable copyright laws.
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