
The Swedish covered bond market

Charlotte Asgermyr 
charlotte.asgermyr@seb.se                       
+46 8 506 23 166

April, 2014



2

Basics about the market



Sweden third largest mortgage covered bond market in Europe

 Swedish covered bond market well-established

– Long tradition of mortgage bonds. 

– Covered bond legislation entered into force July 1, 2004.

– Conversions to covered bonds started in 2006. 

 Almost double the size of Swedish government bond market

 Third largest mortgage covered bond market in Europe

Outst vol's in mtg CBs in the EU (YE12, EUR bn) 
Bar % shows the share of total EU mtg CB market
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3Source: European Covered Bond Council



4

Market structure

 Local currency market core

 Outstanding volumes in foreign

currencies approx. 25%

 Domestic market predominately a 

fixed bullet benchmark market.

Source: ASCB

Source: ASCB



5

Outstanding volumes concentrated in 2-5y

 Outstanding volumes in SEK covered

bonds (CBs) are normally fairly large. 

Historically this has been the case

especially for shorter maturities.

 The normal procedure for Swedish 

CB issuers ahead of bond

redemptions is to buy back the bond

in the market mostly offering

investors the opportunity to switch 

to a longer maturity.

 Consequently, Swedish CB issuers’ 

market practice regarding redeeming

bonds should act to smooth

refinancing risks over time.

 Hence, the liquidity risk concerning

bond redemptions should be 

relatively low by international 

standards.

Source: Company information, Bloomberg
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Strong support from domestic investors
Foreign holdings of outstanding bonds denominated in SEK



7

Domestic investor base

Source: Statistics Sweden
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The Swedish covered bond market

Market share in terms of
lending

Mortgage institutions’ 
funding sources

Source: Company reports, SEB



Swedish market open throughout the financial crisis

 Throughout the financial crisis, 

Swedish mortgage institutions were 

able to access liquidity through 

tapping the bond market.

 Although volumes were smaller and 

bid/ask spreads wider, the turnover 

in Swedish mortgage bonds must be 

deemed as decent also in 2008-

2010. 

 Tap issuance, strong domestic 

support and quickly implemented 

extraordinary measures by the 

Swedish NDO and the Riksbank

helped the SEK CB market to remain 

open throughout the crisis.

Gross issuance volumes in SEK bonds (SEK bn)
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Government bonds
Mortgage bonds

Source: Statistics Sweden

Average daily turnover in Swedish mortgage bonds and mortgage 
related repos, SEK bn
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Mortgage related repos
Mortgage bonds (spot)
Government bonds (spot)

Source: The Riksbank
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Swedish covered bond spreads

Source: SEB
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Strong cover pool credit quality  
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Maximum LTV ratios

 When granting a mortgage loan, the loan may be included in the cover pool to the extent that the 

loan, relative to the collateral, lies within:

 75% of the market value, regarding real property, site leasehold rights and tenant-owner rights 

intended for residential purposes,

 70% of the market value, regarding real property intended for agricultural purposes, and

 60% of the market value, regarding real property, site leasehold rights and tenant-owner rights 

intended for commercial or office purposes. Further, commercial property is limited to 10% of the 

cover pool.

Eligible cover assets
Cover assets Restrictions Loan-to-value (LTV ratios)
Mortgage loans European Economic Area (EEA) Residential 75%

Agricultural 70%
Commercial 60% (max. 10% of cover assets)

Public sector loans EEA or OECD
Substitute assets Restricted share:

Max 20% of total cover assets. In special 
circumstances, SFSA may, in an individual 
case, allow the proportion of substitute 
collateral to be at most 30% of the cover 
pool during a limited period of time.
Restricted type: Highly liquid and secure
Cash and 0% risk weighted assets (govt bonds).
Upon application, the SFSA may allow certain 
debt instruments issued by credit institutions 
(>0% risk weighting) and other bodies.
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Net credit losses in Sweden 1996-2012

Source: Statistics Sweden
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Underlying assets in Swedish cover pools mostly 
residentials

 Mostly residentials in Swedish cover pools
 In Sweden, commercials capped at 10% by law.
 The borrower remains personally liable until the entire loan is repaid.

Source: Company reports, SEB
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Disclaimer
This statement affects your rights
This research report has been compiled by SEB Merchant Banking, a division within Skandinaviska Enskilda Banken AB (publ) (“SEB”) to provide background information only.  It is 
confidential to the recipient, any dissemination, distribution, copying, or other use of this communication is strictly prohibited.  
Good faith & limitations
Opinions, projections and estimates contained in this report represent the author’s present opinion and are subject to change without notice. Although information contained in this report 
has been compiled in good faith from sources believed to be reliable, no representation or warranty, expressed or implied, is made with respect to its correctness, completeness or 
accuracy of the contents, and the information is not to be relied upon as authoritative.  To the extent permitted by law, SEB accepts no liability whatsoever for any direct or consequential 
loss arising from use of this document or its contents.
Disclosures
The analysis and valuations, projections and forecasts contained in this report are based on a number of assumptions and estimates and are subject to contingencies and uncertainties; 
different assumptions could result in materially different results.  The inclusion of any such valuations, projections and forecasts in this report should not be regarded as a representation or 
warranty by or on behalf of the SEB Group or any person or entity within the SEB Group that such valuations, projections and forecasts or their underlying assumptions and estimates will 
be met or realized.  Past performance is not a reliable indicator of future performance.  Foreign currency rates of exchange may adversely affect the value, price or income of any security 
or related investment mentioned in this report. Anyone considering taking actions based upon the content of this document is urged to base investment decisions upon such investigations 
as they deem necessary. This document does not constitute an offer or an invitation to make an offer, or solicitation of, any offer to subscribe for any securities or other financial 
instruments. 
Conflicts of Interest
SEB has in place a Conflicts of Interest Policy designed, amongst other things, to promote the independence and objectivity of reports produced by SEB Merchant Banking’s Research 
department, which is separated from the rest of SEB business areas by information barriers; as such, research reports are independent and based solely on publicly available information.  
Your attention is drawn to the fact that a member of, or an entity associated with, SEB or its affiliates, officers, directors, employees or shareholders of such members (a) may be 
represented on the board of directors or similar supervisory entity of the companies mentioned herein (b) may, to the extent permitted by law, have a position in the securities of (or 
options, warrants or rights with respect to, or interest in the securities of the companies mentioned herein or may make a market or act as principal in any transactions in such securities (c) 
may, acting as principal or as agent, deal in investments in or with companies mentioned herein, and (d) may from time to time provide investment banking, underwriting or other services 
to, or solicit investment banking, underwriting or other business from the companies mentioned herein.
Recipients
In the UK, this report is directed at and is for distribution only to (I) persons who have professional experience in matters relating to investments falling within Article 19(5) of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (The ‘‘Order’’) or (II) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together 
being referred to as ‘‘relevant persons’’.  This report must not be acted on or relied upon by persons in the UK who are not relevant persons. In the US, this report is distributed solely to 
persons who qualify as ‘‘major U.S. institutional investors’’ as defined in Rule 15a-6 under the Securities Exchange Act.  U.S. persons wishing to effect transactions in any security 
discussed herein should do so by contacting SEBEI.
The distribution of this document may be restricted in certain jurisdictions by law, and persons into whose possession this documents comes should inform themselves about, and observe, 
any such restrictions. 
The SEB Group: members, memberships and regulators
Skandinaviska Enskilda Banken AB (publ) is incorporated in Sweden, as a Limited Liability Company.  It is regulated by Finansinspektionen, and by the local financial regulators in each of 
the jurisdictions in which it has branches or subsidiaries, including in the UK, by the Financial Services Authority; Denmark by Finanstilsynet; Finland by Finanssivalvonta; and Germany by 
Bundesanstalt für Finanzdienstleistungsaufsicht.  In Norway, SEB Enskilda AS (‘ESO’) is regulated by Finanstilsynet. In the US, SEB Enskilda Inc (‘SEBEI’) is a U.S. broker-dealer, 
registered with the Financial Industry Regulatory Authority (FINRA). SEBEI and ESO are direct subsidiaries of SEB.  SEB is active on major Nordic and other European Regulated Markets 
and Multilateral Trading Facilities, in as well as other non-European equivalent markets, for trading in financial instruments. For a list of execution venues of which SEB is a member or 
participant, visit http://www.seb.se. 


