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1. By 1 Jan-2019, new rules for deductions of interest rate costs in 

corporations will apply.

2. At least one Swedish real estate company has publicly, through a 

press release, announced that it has restructured its derivates portfolio 

as consequence of the new rules.

3. The carry & roll is decently positive SEK swap steepeners, 5/10y 

for example

4. The long-term forward spreads to EUR are on the low side as well

Change of interest-deduction rules:

• Rules for deduction of interest cost was changed by decision 

made by the Riksdag 14 June 2018. The change is an adaptation 

to EU rules and will be effective as of 1 January 2019.

• Read more here (only in Swedish)

• Bottom line: Deductions for interest costs will be capped 

(compensated by lower corporate tax rate) to 30% of EBITDA and 

in some case not allowed at all. The aim for the legislator is to 

reduce tax evasion.

• The obvious consequence of the new rule is that the incentive to 

reduce interest costs in debt portfolios increases as well as the 

risk to earnings of borrowing at all-time low floating/short-term 

rates

Potential consequence for liability portfolios (especially real estate 

companies):

• It will make economic sense to re-strike payer swaps with 

negative NPV (fixed rate higher than market rate) since this will 

reduce the interest rate cost.

• Such restructuring will not by itself have any market impact, but 

since the level of swap rates has decreased over recent years, 

some liability managers may choose to extend the duration in 

their derivative portfolios as well as restrike swaps at lower rates. 

• The total derivatives portfolio in the sector is significant and 

restructuring of some of these portfolios may create steepening 

pressure on the SEK swap curve 5y+

http://riksdagen.se/sv/dokument-lagar/arende/betankande/nya-skatteregler-for-foretagssektorn_H501SkU25
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1. There were many indications during H1 that the functionality of the SGB 

market was hurt by QE and scarcity of bonds (read more here). 

2. In July, a easing of the repo squeeze became apparent as the volumes 

in the Debt Office’s repo facility decreased to seasonally low levels.

3. The re-emergence of Eurozone debt worries may have washed some 

short bond future positions out and indeed the outstanding amount in the 

SGB bond futures has decreased by roughly 23 bn since April

4. With SGB swap spreads still well above their “fair-value” level, 

continued spread contraction should be on the cards. 

https://e-markets.nordea.com/#!/article/45053/market-pulse-sek-no-value-in-excessive-bond-scarcity
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1. Construction sector continues to struggle, while real estate sector surge 2. Continued decrease in housing start discounted in construction sector. 

Less supply of real estate objects  better outlook for running yield in real 

estate companies.

3. But level of long-term rates also important for real estate sector. It 

can not be ruled out that low Swedish inflation has created expectation 

on a dovish Riksbank, reflected in rallying real estate companies 

4. Swedish Long-term market based real rates seem stuck at negative 

and all-time-lows. Swedish real rates are also lower than in most other 

developed economies. And if Riksbank is happy with that, then why 

should not real estate sector boom? 
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1. Headline CPI jumped in July this year, as it did in 2017 as well. 2. The change in the method to calculate price changes in foreign travels 

should change the seasonal pattern in CPI*. Recent outcomes confirm this.

3. Despite that we have the month of September coming up soon, CPI 

does not increase overly much coming months. 

4. Indeed, the “carry season” for index-linked is two months early, 

compared to historical patterns. Carry-wise linkers look ok currently, but 

far from exciting.  

*) In Jan-2017 the method of calculating the price index for foreign travels was changed. The previous method used an average of

summer & winter travels for all seasons. The new method only uses summer travels during summer, and likewise for winter travels.

This has almost doubled the volatility for the foreign travel component something that is most visible in the month of July. 

CARRY Yield Yld on: Carry to:

Bond Aug 20 Sep 1 Oct 1 Nov 1 Sep 1 Oct 1 Nov 1

SGBi 3110 -2.34 -2.30 -1.74 -2.28 4.4 60.3 6.0

SGBi 3102 -2.53 -2.52 -2.35 -2.53 1.3 18.3 -0.1

SGBi 3108 -2.29 -2.28 -2.18 -2.28 0.9 11.1 1.3

SGBi 3109 -1.86 -1.85 -1.78 -1.83 0.7 7.1 2.1

SGBi 3112 -1.70 -1.69 -1.64 -1.68 0.7 6.2 2.1

SGBi 3113 -1.51 -1.50 -1.45 -1.48 0.6 5.5 2.2

SGBi 3104 -1.44 -1.43 -1.38 -1.41 0.7 5.7 2.4

SGBi 3111 -1.02 -1.01 -0.98 -1.00 0.5 4.1 2.2
SGBi 3111 -1.02 -1.01 -0.98 -1.00 0.5 4.1 2.2

Inflation Month Jun Jul Aug Jun Jul Aug

path CPI m/m 0.23 0.52 -0.23 0.23 0.52 -0.23



https://e-markets.nordea.com/#!/topic/en-rates-strategy
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Content of the publication or report 
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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 
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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.



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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