
R
esidential m

ortgage-backed
D

nB
 N

o
R

 M
arkets Credit R

esearch

dnbnor.com

DnB NOR MaRkets CReDit ReseaRCh

Covered bond report
ResiDeNtial MORtgage-BaCkeD COveReD BONDs 

Covering Analysts:                          Fixed Income Sales Desk:
 
Ole Einar Stokstad                         +47 2201 7820
head of Credit Research
Financials 
+47 2201 7837
ole.einar.stokstad@dnbnor.no
 
Rolv Kristian Heitmann
+47 2201 7677
rolv.kristian.heitmann@dnbnor.no 

Kredittanalyse
Analysesjef kreditt:
Ole Einar Stokstad
Tlf:  2201 7837
ole.einar.stokstad@dnbnor.no

Thomas Larsen
Tlf: 2201 7736
thomas.larsen@dnbnor.no

Knut Olav Rønningen
Tlf: 2201 7784
knut.olav.ronningen@dnbnor.no

Håkon B. Teigland
Tlf: 7384 6003
hakon.teigland@dnbnor.no

Mikael Løkken Gjerding
Tlf: 2201 7762 
mikael.lokken.gjerding@dnbnor.no

Åse Haagensen
Tlf: 2201 7693 
ase.haagensen@dnbnor.no

Salg obligasjoner:
Tlf. 2201 7820

13. april 2010

Kredittanalyse av norske banker
Bankrapporten 2010/1

Kredittanalyse
Analysesjef kreditt:
Ole Einar Stokstad
Tlf:  2201 7837
ole.einar.stokstad@dnbnor.no

Thomas Larsen
Tlf: 2201 7736
thomas.larsen@dnbnor.no

Knut Olav Rønningen
Tlf: 2201 7784
knut.olav.ronningen@dnbnor.no

Håkon B. Teigland
Tlf: 7384 6003
hakon.teigland@dnbnor.no

Mikael Løkken Gjerding
Tlf: 2201 7762 
mikael.lokken.gjerding@dnbnor.no

Åse Haagensen
Tlf: 2201 7693 
ase.haagensen@dnbnor.no

Salg obligasjoner:
Tlf. 2201 7820

13. april 2010

Kredittanalyse av norske banker
Bankrapporten 2010/1

initiating coverage, March 17th 2011

head Office Oslo
03000 / +47 91503000
N-0021 Oslo
stranden 21, aker Brygge
 
 

Credit Research
Ole einar stokstad           22017837
Financials                      
ole.einar.stokstad@dnbnor.no
 
Mikael løkken gjerding    22017762
Offshore
mikael.lokken.gjerding@dnbnor.no
 
Åse haagensen               22017693
industrials & Real estate
ase.haagensen@dnbnor.no
 
Rolv kristian heitmann     22017677
rolv.kristian.heitmann@dnbnor.no
 
thomas larsen               22017736
Offshore                       
thomas.larsen@dnbnor.no
 
knut Olav Rønningen       22017784
Oil & gas, Utilities & Renewables   
knut.olav.ronningen@dnbnor.no
 
håkon B. teigland           40220452
shipping
hakon.teigland@dnbnor.no
 

Fixed income sales
sales desk:                22017820
Jan krogh-vennemo        22017789
elisabeth agre                 22017770
alain Britt-Côté               22017828
eleana Chan            +65 6220 7717
Nils-Jørgen Fimland         22017746
Morten Fornes                22017733
Robert Fredholm      +46 8 4734859        
viktor Jansson         +46 8 4734871
May lene Johansen         22017756
Rune B. liholt                 22017796
De Cong lu                    22017827
Morten Madsen               22017728
Chee keen Ng         +65 6224 8022
Dag B. Nilsen                  22017763
kristian Ottosen      +121 26813911
Martin lien Rishovd         22017682
Jerome teo             +65 6223 1720 
hanna tronrud                22017751
 

Regional sales Offices Norway
Bergen                          55219580
Bodø                             75558780
Fredrikstad                     69394150
hamar                           61051469
haugesund                     52720906
lillehammer                   61273209
kristiansand                   38072862
sandnes                        51679269
tromsø                          77629680
trondheim                     73993330
tønsberg                       33371300
Ålesund                         73846009

Debt Capital Markets
Bond Origination
Peter Behncke                22017845
Jarl h. Brevik                  22017814
thomas k. eilertsen         22017732
knut eivind haaland        22017692
erica hall              +1 832 214 5808
tor ivar hansen    +1 212 681 3880
Daniel hochstadt   +1 212 681 3990
David lawrence    +1 832 214 5805
Preben stray                  22017772

C
overed bond report



IMPORTANT
This analysis is protected by the provisions of the Norwegian Copyright Act. The analysis is prepared for distribution to specific customers of DnB NOR Markets. 
Copies may not be made from the analysis, neither may the analysis be made available to others in its entirety or in parts without the prior written permission of 
DnB NOR Markets. © 2011 DnB NOR Markets.

DISCLAIMER
This report must be seen as marketing material unless the criteria for preparing investment research, according to the Norwegian Securities Trading Regulation 2007/06/29 
no. 876, are met. This report has been prepared by DnB NOR Markets, a division of DnB NOR Bank ASA. The report is based on information obtained from public sources 
that DnB NOR Markets believes to be reliable but which DnB NOR Markets has not independently verified, and DnB NOR Markets makes no guarantee, representation or war-
ranty as to its accuracy or completeness. Any opinions expressed herein reflect DnB NOR Markets’ judgment at the time the report was prepared and are subject to change 
without notice. Confidentiality rules and internal rules restrict the exchange of information between different parts of DnB NOR Markets/DnB NOR Bank ASA and this may 
prevent employees of DnB NOR Markets who are preparing this report from utilizing or being aware of information available in DnB NOR Markets/DnB NOR Bank ASA which 
may be relevant to the recipients’ decisions. This report is not an offer to buy or sell any security or other financial instrument or to participate in any investment strategy. 
No liability whatsoever is accepted for any direct or indirect (including consequential) loss or expense arising from the use of this report. Distribution of research reports is 
in certain jurisdictions restricted by law. 

This report is for clients only, and not for publication, and has been prepared for information purposes only by DnB NOR Markets - a division of DnB NOR Bank ASA registered 
in Norway number NO 984 851 006 (the Register of Business Enterprises) under supervision of the Financial Supervisory Authority of Norway (Finanstilsynet) and Monetary 
Authority of Singapore, and on a limited basis by the Financial Services Authority of UK. Information about DnB NOR Markets can be found at dnbnor.no <http://www.dnbnor.
no/> .

Additional information for clients in Singapore
This report has been distributed by the Singapore branch of DnB NOR Bank ASA. It is intended for general circulation and does not take into account the specific investment 
objectives, financial situation or particular needs of any particular person. You should seek advice from a financial adviser regarding the suitability of any product referred 
to in this report, taking into account your specific financial objectives, financial situation or particular needs before making a commitment to purchase any such product.
Recipients of this report should note that, by virtue of their status as “accredited investors” or “expert investors”, the Singapore branch of DnB NOR Bank ASA will be exempt 
from complying with certain compliance requirements under the Financial Advisers Act, Chapter 110 of Singapore (the “FAA”), the Financial Advisers Regulations and as-
sociated regulations there under.  In particular, it will be exempt from: - Section 27 of the FAA (which requires that there must be a reasonable basis for recommendations 
when making recommendations on investments). 

Please contact the Singapore branch of DnB NOR Bank ASA at +65 6212 0753 in respect of any matters arising from, or in connection with, this report. 
We, the DnB NOR Group, our associates, officers and/or employees may have interests in any products referred to in this report by acting in various roles including as distribu-
tor, holder of principal positions, adviser or lender. We, the DnB NOR Group, our associates, officers and/or employees may receive fees, brokerage or commissions for acting 
in those capacities. In addition, we, the DnB NOR Group, our associates, officers and/or employees may buy or sell products as principal or agent and may effect transactions 
which are not consistent with the information set out in this report.

In the United States 
Each research analyst named on the front page of this research report, or at the beginning of any subsection hereof, hereby certifies that (i) the views expressed in this report 
accurately reflect that research analyst’s personal views about the company and the securities that are the subject of this report; and (ii) no part of the research analyst’s 
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in this report.  
  
This report is being furnished upon request and is primarily intended for distribution to “Major U.S. Institutional Investors” within the meaning of Rule 15a-6 of the U.S. 
Securities and Exchange Commission under the Securities Exchange Act of 1934.  To the extent that this report is being furnished, or will be disseminated, to non-Major U.S. 
Institutional Investors, such distribution is being made by DnB NOR Markets, Inc., a separately incorporated subsidiary of DnB NOR that is a U.S. broker-dealer and a member 
of the Financial Industry Regulatory Authority and the Securities Investor Protection Corporation.  Any U.S. recipient of this report seeking to obtain additional information or 
to effect any transaction in any security discussed herein or any related instrument or investment should call or write DnB NOR Markets, Inc., 200 Park Avenue, New York, 
NY 10166-0396, telephone number 212-681-3800 or fax 212-681-4119. 



 
The rating on Sør Boligkreditt AS's ('SORB', 'the company' or 'the 
issuer') covered bond program reflects its high quality cover pool, the 
very strong link to the parent bank and 'Probable-High' expected 
probability of timely payment.  
 
 
Credit Strengths 
• Backed by cover pool with 100 % 
prime residential mortgages 
• The very strong link between the 
owner bank and the issuer 
 
 

Credit Weaknesses 
• Relatively high LTV-ratio, and a 
large part of the total loan volume 
has LTV exceeding 60 % 
 

SORB is a wholly owned subsidiary of the regional savings bank Sparebanken 
Sør (rated A by DnB NOR Markets, 'the parent' or 'the owner'). The cover pool 
value is NOK 5.9 billion, and outstanding covered bonds under the program is 
NOK 4.0 billion, which makes the current level of over-collateralisation 48 %. 
SORB was established in 2008, issued its first covered bond in 2009 and 
conducts its activities mainly in the southern part of Norway. 
 
The TPI of this program is estimated to be 'Probable-High', due to the high 
quality of the cover pool, the LTV-ratio and the LTV-distribution, and the fact 
that the market risk is low. Hence, the covered bond program rating is AAA, 
and the TPI leeway is 1. 
 
The issuer is backed by a full, unconditional and irrevocable guarantee from 
the owner bank. The owner bank has an obligation to ensure that SORB meets 
all its obligations, and has also established a revolving credit facility for the 
benefit for SORB.  
 
Credit quality of the cover pool 
Residential mortgages constitute 100 % of the value of the cover pool. All 
mortgages are located in Norway, with 77 % in the counties of Aust-Agder and 
Vest-Agder. 
 
The Loan-to-value ratio (LTV) is moderate for the mortgages in the cover pool, 
being 53 % on a weighted average basis. As much as 41 % of the loan volume 
is loans exceeding LTV of 60 %. 
  
NOK 311 million of the mortgages has fixed rate interest payments. The rest 
has floating, which imply the issuer having the ability of resetting the loan 
rates on six weeks' notice. 
 
The company has guided towards a level of over-collateralisation of 8 %. The 
current over-collateralisation level being as high as 48 % gives a credit 
protection today, but is no guarantee for the future. 
  
SORB has not set any requirements to counterparties of derivative contract 
the company enters into. However, the owner bank will not be a possible 
future counterparty of derivative contracts. 
 
 
 

 

Sør Boligkreditt AS 
 

   
   

 
Official Ratings, Covered Bond 
Program:  
S&P:  Not rated 
Moody's: Not rated 
Fitch: Not rated 
 
DnB NOR Markets' rating,*: 
CB Program:  AAA 
 
Official Ratings, Owner bank: 
S&P:  Not rated 
Moody's: Not rated 
Fitch: Not rated 
 
DnB NOR Markets' rating*: 
Owner bank:  A 
 
* Note that the credit ratings are not 
official ratings, but ratings assigned by 
DnB NOR Markets Credit Research with 
the purpose of indicating the credit risk 
on a scale comparable to what the 
official rating agencies use 
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Commingling risk is reduced by the issuer having an account in its 
own name, at the owner bank, to which the payments from the 
assets in the cover pool are made. SORB has no explicit 
requirements for the bank at which the account will be held.  

Overview Cover Pool 31/12/2010
Asset balance, MNOK 5,856
Number of loans 6,587
Average loan balance, MNOK 0.89
WA remaining Term (months) 220
WA Seasoning (months) 26
Losses on loans in 2010 (NOK) 0
Loans in arrears (> 90 days) 0
Fixed rate loans 311
WA Indexed LTV 53%
LTV threshold 75% / 60%
Current OC level 46%
Committed OC
Total volume, 20 largest borrowers, MNOK 130
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The issuer emphasises that it at all times will have a positive net 
liquidity inflow on the balance sheet for the following twelve-month 
period. All future issued covered bonds will have an extension 
period of twelve months. 
Market risk 
All loans in the cover pool and the issued covered bonds are 
floating rate and denominated in NOK. If future mismatches should 
arise the issuer is expected to hedge the interest rate and currency 
risks by entering into swap agreements. The company has set a 
limit of NOK 5 million for the potential loss following a 100 bp 
parallel shift of the interest rate curve.  
Substitution risk 
The issuer communicates that it will not include commercial 
mortgages into the cover pool. 
 

Income statement - MNOK 2010 2009 2008
Interest income 217 97 0
Interest expenses -169 -66 0
Net interest income 48 31 0
Other income -4 2 0
Total income 43 33 0
Salaries, general and administrative expenses -17 -8 0
Other operating expenses -1 -1 0
Total operating expenses -18 -9 0
Write-downs on loans and guarantees 0 -4 0
Other expenses 0 0 0
Pre-tax operating profit 25 20 0
Taxes -7 -6 0
Comprehensive income for the period 18 15 0

Balance sheet - MNOK 2010 2009 2008
Lending to and deposits with credit institutions 0 174 99
Lending to customers 5,860 5,345 9
Lending to public institutions 0 0 0
Financial derivatives 0 0 0
Other assets 8 7 0
Total assets 5,865 5,523 110
Loans and deposits from credit institutions 1,574 1,271 9
Financial derivatives 5 1 0
Debt securities issued 4,000 4,000 0
Subordinated loan capital 0 0 0
Other liabilities 54 37 1
Total liabilites 5,632 5,309 10
Share capital 200 200 100
Other equity 0 0 0
Reserves and retained earnings 33 15 0
Total equity 233 215 100
Total liabilities and equity 5,865 5,523 110

Capital 2010 2009 2008
Equity / Assets 4.0% 3.9% 91.0%
Core capital ratio 10% 10% 0%
Core capital - MNOK 231 213 0
Total capital ratio 10% 10% %
Total capital - MNOK 231 213 0  
 
List of covered bonds outstanding
ISIN Ticker Currency Coupon Issued Maturity Extended maturity
NO 0010508443  nok 3M Nibor + 50 24/04/2009 08/04/2014 08/04/2015 1000
NO 0010518129  nok 3M Nibor + 55 09/06/2009 04/07/2015 04/07/2016 1000
NO 0010530744  nok 3M Nibor + 60 05/08/2009 06/10/2016 06/10/2017 1000
NO 0010536162  nok 3M Nibor + 55 01/09/2009 06/10/2015 06/10/2016 1000

Volume - 
MNOK
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