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Rating Sensitivity toIDR

Issuer Default Rating/Outlook A/Stable Cover assets (EURbn)? 5.8 Downgrade
Resolution uplift 2 notches Covered bonds (EURbn)? 4.8 Danske C
PCU 6notches  Nominal OC (%)° 18.1 an Current Sensitivity
Recovery uplift 2 notches Break-even OC (%) 17 AA+
Unused notches for rating 5 OC Fitch considersin its 18.1 AA
analysis (%) AA-
Credit loss (%) 17.5 Basis of OC relied upon Expectation At
ALM loss (%) -0.6 Covered bonds maturity Soft-bullet (12-month 2
type extension) -
BBB+
Notes: OC - Overcollateralisation. ALM - Asset and Liability Management - PCU - Payment Continuity Uplift BBB
2 Data at end-September 2022 BBB-
Source: Fitch Ratings BB+
BB

Key Rating Drivers

Five-Notch Rating Cushion: The ‘AAA’ soft-bullet covered bonds rating is based on Danske
Bank A/S’s Long-Term lIssuer Default Rating (IDR) of ‘A’, a resolution uplift of two notches, a
PCU of six notches and a recovery uplift of two notches. The rating also considers the OC of
18.1% which Fitch Ratings gives credit to in its analysis, above the agency’s 17% ‘AAA’ break-
even OC for the programme. The five-notch buffer against a downgrade of the bank’s IDR
supports a Stable Outlook.

Increased Six-Notch PCU: Fitch’'s payment continuity uplift (PCU) for Danske’s programme is
now six notches, the standard level for mortgage covered bonds with a 12-month principal
maturity extension and three months of protection for interest payment.

With amendments to Denmark’s legislative covered bond framework after the implementation
of the EU Covered Bond Directive, maturity extension can no longer be exercised discretionally.
It can now only be exercised by an administrator appointed by the Danish FSA if the
administrator is unable to bridge liquidity shortfalls by other measures.

Increased Credit Loss Component: The credit loss component of 17.5% (at December 2022
from 15.2% at January 2022) remains the largest component of the ‘AAA’ break-even OC. It has
increased from the previous review due to a smaller pool size and correspondingly higher
borrower concentration, which leads to increased loss assumptions for high rating scenarios
under Fitch’s criteria.

Minimal Asset Liability Mismatches: The ALM loss component, which represents the non-
credit loss component of the break-even OC for the rating and reflects the programme’s
maturity mismatches, is modelled at minus 0.6%. The high prepayment and decreasing interest
rates projected inour cash flow modelling is the most stressed scenario for the programme.
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Programme Highlights

Higher Proportion of Large Obligors: The proportion of obligors representing 50bp or more of
the outstanding pool balance has increased to 22.8% (from 18.9% at 3Q21). For the large
obligors, Fitch applies a minimum one-year probability of default (PD) of at least 1.0%, a
correlation uplift of 50%, and a recovery rate multiplier of 0.5, in line with its criteria.

Two-Notch Resolution Uplift: The programme’s two-notch resolution uplift reflects the fact
that covered bonds issued by retail banks in Denmark are exempt from bail-in. It also takes into
account Fitch’s assessment that the risk of under-collateralisation at the point of resolution is
sufficiently low, and that any resolution of Danske would not result in the direct enforcement of
recourse against the cover pool.

Currency Mismatches Hedged: The covered bonds have been issued in euros and Danish
kroner, while assets are denominated in Norwegian kroner and Swedish kronor, and pay
variable or fixed rates. Interest rate and currency risks are fully hedged with Danske.

Two-Notch Recovery Uplift: The recovery uplift for the programme is two notches. This is
because Fitch deems that the foreign-exchange risk in a recovery given default scenario is
mitigated by the assets having a shorter weighted average life (WAL) than the liabilities. No
other material downside risks to recoveries have beenidentified.

Covered Bonds
Denmark

Default Model Output (%)

WAFF  WARR Loss

Rating level (%) (%) rate (%)
AAA 25.8 325 17.4
AA+ 237 37.2 14.9
AA 224 36.9 14.2
B 3.3 78.2 0.7

Source: Fitch Ratings

Cover Pool

Characteristics at September 2022

General Payment type

Current principal balance (EURbn) 5.8 Amortising (full and part) (%) 737

Number of loans 4,559 Interest only (%) 26.3

Average loan amount (EUR) 1,272,209

Number of obligors 3,217 Geographic distribution

Obligors > 0.5% (%) 22.8 Sweden (%) 87.2
Norway (%) 12.8

Unstressed asset/liability profile

WAL assets (years) 1.9

WAL liabilities (years) 1.9

Source: Fitch Ratings, Danske Bank
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Applicable Criteria

Covered Bonds Rating Criteria
(November 2022)

Originator-Specific Residential Mortgage
Analysis Rating Criteria (October 2022)
SME Balance Sheet Securitisation Rating
Criteria (October 2021)

Bank Rating Criteria (September 2022)
Structured Finance and Covered Bonds
Interest Rate Stresses Rating Criteria
(September 2021)

Structured Finance and Covered Bonds
Country Risk Rating Criteria (July 2022)
EMEA CMBS and CRE Loan Rating Criteria
(June 2021)

Structured Finance and Covered Bonds
Counterparty Rating Criteria (July 2022)
Structured Finance and Covered Bonds
Counterparty Rating Criteria: Derivative
Addendum (August 2022)

Related Research

Covered Bonds Surveillance Snapshot
(October 2022)

Global Covered Bonds Outlook 2023
(December 2022)

Covered Bonds Protection Dashboard
(December 2022)

Realkredit Danmark's Capital CentresS &T
Covered Bond Programmes - Peer Review
(January 2022)
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Assets and Liabilities Unstressed Amortisation Profile - 3Q22
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Peer Comparison

The table below compares the key rating drivers for the covered bond programme with those of
other Fitch-rated mortgage covered bond programmes in Denmark with commercial exposure.

The ‘AAA’ break-even OC for Danske C’s covered bond programme is 17% (at December 2022).
This is higher than the ‘AAA’ break-even OC for Realkredit Danmark’s Capital Center S (CCS) of
3.0% and Capital Centre T (CCT) of 3.5%.

The credit loss component of 17.5% for Danske C’s cover assets is higher than those of
Realkredit’s CCSand CCT programmes. The pool is composed of commercial mortgages with
about 21.9% of the mortgage loans being secured by rental housing properties, 11.1%
cooperative housing, 31.6% office and business, 16.2% agriculture and the remainder by other
property categories, at September 2022. Realkredit's CCS and CCT programmes include
commercial and residential mortgage loans. The credit losses of all programmes are basedon a
‘AA+ rating scenario, corresponding to the timely payment rating level.

The assets of Danske C are located in Norway and Sweden, whereas those of Realkredit's CCS
and CCT programmes are located in Denmark. The 14.9% ‘AA+ expected loss for Danske C is
based on a 23.7% weighted average foreclosure frequency and a 37.2% weighted average
recovery rate.

In the case of Danske C, the driving high prepayment scenario puts a strain on the negative cost
of carry of holding cash before repaying the maturing bonds. The resulting minimal ALM Loss
component for Danske C is similar to those of Realkredit’s CCSand CCT programmes (minus
0.6% compared to minus 0.3% and minus 0.8% respectively).

Fitch does not model a sale of assets in its cash flow analysis of Realkredit's CCS and CCT
programmes, but considers the possibility of bond refinancing after insolvency or models the
pass-through or maturity extension of bonds with these features.

Please see Fitch’s Covered Bond Surveillance Snapshot (October 2022) and the related Excel file
for a detailed comparison of rating drivers across all Fitch-rated covered bond programmes.

Covered Bonds

Denmark

Selected Peers for Comparison

Issuer/
Programme

Cover CVB
pool Rating

Danske Bank A/S -
cover pool C

Commercial AAA/Stable
Mortgages

Danske Bank A/S - Cover Pool C
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Realkredit Residential AAA/Stable
Danmark A/S - and
SDRO capital Commercial
centre S Mortgages
Realkredit Residential AAA/Stable
Danmark A/S - and
SDRO capital Commercial
centre T Mortgages
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Peer Comparison: Key Rating Drivers

Realkredit Danmark

Realkredit Danmark

Danske Bank A/S - A/S - SDRO A/S - SDRO
cover pool C capital centre S capital centre T
IDR/Outlook A/Stable A/Stable A/Stable
Resolution uplift (notches) 2 0 0
PCU (notches) 6 6 6
Recovery uplift (notches) 2 2 2
‘B’ portfolio loss rate (%) 0.7 0.4 0.3
‘AAA’ break-even OC (%) 17.0 3.0 3.5
Break-even OC components (%)
Credit loss (%) 17.5 3.3 4.4
ALM loss (%) -0.6 -0.3 -0.8
Source: Fitch Ratings, data at December 2022
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The ratings above were solicited and assigned or maintained at the request of the rated
entity/issuer or a related third party. Any exceptions follow below.

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these
limitations and disclaimers by following this link: https://www: fitchratings.com/understandingcreditratings. In
addition, the following https://www.fitchratings.com/rating-definitions-document details Fitch's rating definitions
for each rating scale and rating categories, including definitions relating to default. Published ratings, criteria, and
methodologies are available from this site at all times. Fitch's code of conduct, confidentiality, conflicts of interest,
affiliate firewall, compliance, and other relevant policies and procedures are also available from the Code of
Conduct section of this site. Directors and shareholders’ relevant interests are available at
https://www.fitchratings.com/site /regulatory. Fitch may have provided another permissible or ancillary service to
the rated entity or its related third parties. Details of permissible or ancillary service(s) for which the lead analyst
is based in an ESMA- or FCA-registered Fitch Ratings company (or branch of such a company) can be found on the
entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings andin making other reports (including forecast information), Fitchrelieson factual informationit receives
from issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual
information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from
independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch's factud
investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the
requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability ad
nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party
verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other
reports provided by third parties, the availability of independent and competent third- party verification sources with respect tothe particuar
security or in the particular jurisdiction of theissuer, anda variety of other factors. Users of Fitch's ratings and reports should understand thet
neither an enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection
with a rating orareport will be accurate and complete. Ultimately,theissuer and its advisersare responsible for the accuracy of the information
they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the
work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters
Further, ratings andforecasts offinancial and other information are inherently forward-looking and embody assumptions and predictions abat
future events that by their nature cannot be verified as facts. As aresult, despite any verification of current facts, ratings and forecastscan ke
affected by future events or conditions that were not anticipated at the time arating or forecast wasissued or affirmed.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrart
that the report or any of its contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the
creditworthiness of a security. This opinion and reports made by Fitch are based on established criteria and methodologies that Fitch is
continuously evaluating and updating. Therefore, ratings and reports are the collective work product of Fitch and no individual, or group of
individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to risks other than credit risk, unless
such risk is specifically mentioned. Fitch is not engagedin the offer or sale of any security. All Fitchreports have shared authorship. Individuas
identified in a Fitch report wereinvolvedin, but are not solely responsible for,the opinions stated therein. The individuals are named for contact
purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled, verified and presented
to investors by the issuer and its agents inconnectionwith the sale of the securities. Ratings may be changed or withdrawn at any time fa- any
reason in the sole discretion of Fitch. Fitchdoes not provide investment advice of any sort. Ratings arenot a recommendation tobuy, sell a
hold any security. Ratings do not comment onthe adequacy of market price, the suitability of any security for a particular investor, or the tax-
exempt nature or taxability of payments made in respect to any security. Fitch receives feesfrom issuers, insurers, guarantors, other obligas
and underwriters for rating securities. Such fees generally vary from US$ 1,000 to US$ 750000 (or the applicable currency equivalent) per isste
In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or
guarantor, for a single annual fee. Such fees are expectedtovary fromUS$10,000 to US$ 1,500,000 (or the applicable currency equivalent) The
assignment, publication, or dissemination of aratingby Fitch shall not constitute a consent by Fitchto use itsname as anexpert in connection
with any registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United
Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch
research may be available to electronic subscribers up to three daysearlier than toprint subscribers.

For Australia, New Zealand, Taiwanand South Korea only: Fitch Australia Pty Ltd holds an Australianfinancial services license (AFS license m
337123) which authorizes it toprovide credit ratings to wholesale dients only. Credit ratings information published by Fitch isnot intended to
be used by persons who are retail clients within the meaning of the Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization
(the "NRSRQ"). While certain of the NRSRO's credit rating subsidiaries are listedon Item 3of FormNRSROand as such are aut horized toisse
credit ratings on behalf ofthe NRSRO (see https://www.fitchratings.conVsite/regulatory), other credit rating subsidiaries are not listed on Fam
NRSRO (the "non-NRSROs") and therefore credit ratings issued by those subsidiaries are not issued on behalf of the NRSRO. However, nar
NRSRO personnel may participatein determining credit ratingsissued by or on behalf of the NRSRO.

Copyright © 2022 by FitchRatings, Inc., Fitch RatingsLtd. anditssubsidiaries. 33 Whitehall Street,NY, NY 10004. Telephone: 1-800-753-4824,
(212) 908-0500.F ax: (212) 480-443 5. Reproduction or retransmission inwhole or inpartis prohibited except by permission. All rightsreserved

Covered Bonds
Denmark

Danske Bank A/S - Cover Pool C
Rating Report | 13 December 2022

fitchratings.com 5


https://www.fitchratings.com/UNDERSTANDINGCREDITRATINGS
https://www.fitchratings.com/RATING-DEFINITIONS-DOCUMENT
https://www.fitchratings.com/SITE/REGULATORY
https://www.fitchratings.com/site/regulatory

