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Executive summary: Difficult first half; net profit down 24% from 

H1 2018 and 2019 net profit outlook lowered to DKK 13-15 bn

Trading income significantly lower due to 
challenging market conditions, which are 
expected to persist in the second half of the year

Management to come back later this year with an 
update on initiatives to improve longer-term 
performance

Net profit (DKK bn)

9.2

7.0

H1 2019H1 2018

11.9%
9.0%

ROE (%)

9.0% Return on equity after tax, including gain on sale of 
Danica Pension Sweden

DKK 7.0 bn Net profit, down 24% from H1 2018 due to lower 
NII, higher expenses and higher loan impairment charges. H1 2019 
includes gain on sale of Danica Pension Sweden (DKK 1.3 bn) 

16.6% CET1 capital ratio – total capital position still strong

DKK 13-15 bn Expected net profit for 2019, and expenses of 
DKK 25.5-26 bn, as announced on 8 July 2019

16.6%

CET1 ratio (%)

15.9%

Expenses up 12% y/y due mainly to upstaffing
and investments in compliance and AML-related 
activities, as well as the compensation related to 
the Flexinvest Fri matter

Loan growth of 3% y/y, driven by growth of 
6% y/y at Banking Nordic and 1% y/y at Banking 
DK, however, growth is at lower margins 
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Digitalisation and automation of core AML processes will increase 

accuracy and reduce labour-intensive tasks going forward

Short-term investments: Upstaffing across AML functions in the Group, including strengthened 1st and 2nd lines of defence

Long-term investments: Digitalisation of core AML processes and automation of ODD in low to medium-risk segments

Ongoing Due Dilligence

• Automated ODD solution 
developed for a portion of low-risk 
customers across the Nordics –
currently in pilot phase

• Other risk category customers 
(low, medium and high) still mostly 
manually processed

• Tools are being developed to cover 
a larger number of customers, for 
more effective case processing

Transaction monitoring

• Investments in tools for contextual 
analysis to monitor complex 
products for improved detection of 
suspicious behaviour

• Advanced solution developed and 
under implementation for selected 
Markets products => broader 
coverage expected over the year

• Investing to improve the current 
transaction monitoring system, 
e.g. to increase efficiency and 
quality

Know Your Customer

• Digitise onboarding journey, 
including digital upload of 
customer information vs. manual 
collection

• Automation of KYC processes to 
enhance the accuracy and 
reliability of KYC information 

• Leveraging technology to improve 
the customer experience and 
reduce reliance on labour
intensive or manual processes
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Danske Bank covered bond universe, a transparent 

pool structure1

1. The migration to Danske Hypotek of Swedish residential loans from Danske Bank’s I-pool and Swedish residential-like loans from Danske Bank’s C-pool is ongoing. Details of the composition of individual cover pools can be found on the 
respective issuers’ website

Pass-through principle based on mortgages 

from primarily Denmark

• Capital Centre T, 
Adjustable-rate mortgages

• Capital Centre S, Fixed-rate 
callable mortgages

Finland

SwedenNorway

Denmark

I-pool (AAA/AAA)

Realkredit Danmark A/S 
(AAA/AA+)
D-pool (AAA/AAA)

Danske Mortgage 
Bank Plc 
AaaDanske Hypotek

AB AAA

C-pool (AAA/AAA)

+

Residential mortgages from

• Denmark, D-pool

• Norway, I-pool

• Sweden, Danske Hypotek AB

• Finland, Danske Mortgage Bank Plc

Commercial mortgages from

• Sweden and Norway, C-pool



Danske Bank – Banking Finland
- Strategy in Finland
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Our strategy is to be a focused challenger with a winning culture 

and mindset 

DEFENSIVE PLAY 

AMONG OTHER 

SEGMENTS

WIN IN SELECTED 

FOCUS SEGMENTSMOBILISE

INTEGRATOR 

STRATEGY

EMBRACE 

CHALLENGER CULTURE 

AND MINDSET

Urban achievers 
in Retail
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Challenge the market and become #1 choice for the highly 

educated ”Urban Achievers”

Total 
population 
of Finland 

5,5 M

Live in largest 
cities

Have high 
education

Earn more than 
average income

Geography Education Income

Urban Achievers represent 

~20% of population

Urban Achievers share 

54% of total household 
income

Share of SME customers in Urban 

Achiever Segment is x2 bigger

compared to other segmentsIm
p

a
c

t
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Urban Achievers



Danske Mortgage Bank

- Structure and expected development
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Danske Mortgage Bank Plc in Brief

• 100% owned subsidiary of Danske Bank A/S

• Operates as a mortgage credit institution with the purpose of issuing covered bonds

• Licensed by the European Central Bank to issue covered bonds according to the Finnish 
covered bond legislation 

• Supervised by Finnish Financial Supervisory Authority

• Operationally Danske Mortgage Bank is part of Danske Bank Finland

• Market share of Danske Bank Finland 11% of the Finnish mortgage market (housing loans)

• Acting in a healthy and conservative Finnish housing market 

• Covered bonds are rated Aaa by Moodys

• Total amount of outstanding Covered bonds as of H1 2019 is 4 750 M€ with nominal 
overcollateralization of 16%

• Total capital ratio and CET 1 capital ratio were 31.7% on June 2019
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Operating model

• DMB was established in demerger in 10/2017, 
and undertakes the mortgage banking activities of 
Danske Bank Plc, which was merged with Danske 
Bank A/S. Operationally DMB is part of Banking 
Finland and it employees 5 persons. 

• DMB does not grant loans, but utilizes the 
mortgage loan granting and servicing process in 
Danske Bank A/S Finland branch buying these 
services

• DMB purchases residential mortgage loans from 
Danske Bank A/S Finland Branch. Purchases are 
financed through principal repayments and 
interest payments on loans, the issuance of 
covered bonds, and by a credit facility provided by 
Danske Bank A/S Finland Branch

• DMB is a long-term funding solution for continued 
growth of  the Finnish retail mortgage business

• DMB plans to become a regular EUR Benchmark 
issuer 

Danske Bank Group has a strong commitment to 
the Finnish mortgage market

Danske Bank

Finnish
Mortgage

Customers

Origination

Principal and
interest

New lending

Swedish 
mortgage lending

Danske 
Mortgage Bank

Liquidity and Derivative flowsPurchase/Sale of
mortgages

Covered
Bonds

Bond
proceeds

Principal and
interest

European Covered
Bond Programme

Danske Mortgage Bank- Business Model

DANSKE BANK A/S 

FINLAND BRANCH

DANSKE MORTGAGE 

BANK PLC

DANSKE BANK A/S

Principal and
interest
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Residential mortgages

• Credit decision is based on the customers´ repayment capacity

• Repayment capacity is calculated using stressed scenario

• Customer income must be verified

• Credit bureau check (Suomen Asiakastieto) is always conducted

• Collateral must located in Finland and be in the form of mortages in real estate or in shares in 
housing companies

• Individual valuation of property based on market value

• Repayment schedules up to 25 years

Danske Bank - Underwriting criteria
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Governance model
Governance, Funding, Hedging, Liquidity and Capitalisation

• DMB will fund itself primarily in the European Covered 
Bond market

• DMB’s short and medium term funding is provided by the 
parent

Funding

• DMB is compliant with capital  and liquidity requirements 
as stated in e.g. CRR/CRD IV as well as specific Finnish 
regulation and guidelines on capital requirements

• Own funds consists 100 % of equity and retained earnings

Liquidity  and capitalisation

Governance model

• Danske Bank A/S is DMB’s derivatives counterparty
• Interest rate risk is matched
• On the liability side, all cash flows from issued bonds are 

swapped up to 3m Euribor based flows
• On the asset side, all cash flows from the mortgages are 

swapped to 3m Euribor based flows 

Hedging

Governance model

Key capabilities and resources within Danske 

Bank Group

Outsourcing 

and Service 

Level

Agreement

Management

III

Steering 

documentation

II

Dedicated 

organisation

I
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Danske Mortgage Bank Plc pool characteristics
(as of 30th June 2019)

Pool notional EUR 5.5bn 

Collateral type 100% residential mortgages to private individuals (Retail)

Number of Loans 72,279

Number of Borrowers 86,775

Number of Properties 67,070

Average Loan Size EUR 76 thousand 

Property Type
100% Finnish residential properties,  no commercial 
mortgages

WA LTV 51%

WA Seasoning 5.9 years

Repayment type 100% Amortizing

Pool type Dynamic

Rate type 96% Floating rate, 4% Fixed rate

Issuance Notional EUR 4.75 bn

OC 16.0 %

Geographical location 100% Finland. 

Pool Cut-off Date 28-06-2019

Regional distribution by loan volume, %
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Volumes by seasoning, months

64%
14%

7%

7%
6%2%

Southern Finland Western and Inland Finland

Southwestern Finland Northern Finland

Eastern Finland Lapland
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Danske Mortgage Bank Plc, Balance Sheet

6/2019 12/2018 12/2017 Change YTD

165 188 146 -23

5 582 5 501 5 259 81

119 126 158

Investment securities, bonds 40 45 0

1 0 -

3 2 3

5 910 5 863 5 566 47

728 708 1 138 20

- - -

20 16 20

4 849 4 849 4 132

0 2 6

18 27 26

295 262 244 33

5 910 5 863 5 566 47

6/2019 12/2018 12/2017 Change YTD

1,6 0,8 0,4 0,8

Tax liabilities

Balance sheet MEUR

Cash

Loans to Customers

Trading portfolio assets

Tax assets

Other assets

Total assets

Due to credit institutions

Deposits

Trading portfolio liabilities

Issued bonds

Total

Other liabilities

Equity

Total liabilities

Allowance account MEUR
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Key takeaways on Danske Mortgage Bank Plc

Wholly owned subsidiary of Danske Bank A/S to issue Finnish covered bond 1.

3.

4.

Solid and well-diversified cover pool

Euro-area covered bond issuer regulated by Finnish Financial Supervision Authority (FIN-FSA)

5. Issuance plans:  Planning  to become a regular EUR Benchmark issuer 

2. Cover pool is 100% residential Finnish mortgages 



Finnish Covered Bond Framework



1818

Danske Mortgage Bank Q2 2019

• Legal Framework Finnish Covered Bond Act (statute 688/2010)
• Issuance only credit institutions by authorised by FIN-FSA and ECB
• Compliance supervised by FIN-FSA
• Daily registration requirement of covered bonds, collateral and derivative to a separate

register of covered bonds ”register”
• Maximum contribution for housing loans to total value of cover pool assets is 70% of the

current value of the shares or real estate placed as collateral

• Matcing cover requirement
− Total value of cover pool assets must always exceed the aggregate outstanding principal 

amount of the covered bonds
− Net present value of cover pool assets must always be at least 2 per cent. above the net 

present value of the liabilities under the covered bonds

• Liquidity requirement
− Average maturity of the covered bonds must not exceed the average maturity of the loans 

entered in the register
− Total amount of interest accrued from the cover pool assets, during any 12-month period, 

is sufficient to cover the total amount payable under covered bonds and derivatives during 
the same period

Overview of Finnish Legislation Relating to Covered Bonds



1919

Danske Mortgage Bank Q2 2019

• Bankruptcy remoteness and preferential claim
− covered bond shall be paid until its maturity in accordance with the terms and conditions of 

the covered bond from the funds accruing on the cover pool assets of the covered bond 
before other claims 

− Isolation of registered collateral assets, registered derivatives from all other assets and 
liabilities of the insolvent issuer

− Holders of covered bonds, counterparties of derivatives and bankcruptcy liquidity loans in 
bankruptcy would rank pari passu and have the priority of payment right limited to a 
maximum amount which corresponds to 70 per cent. in respect of housing loans of the 
current value of shares or real estate which stand as collateral for the loan as entered in 
the register at the time of commencement of liquidation or bankruptcy proceedings against 
the issuer.

• Liquidation and post bankruptcy procedures
− Supervisor appointed by FSA to protect the interests of creditors of covered bonds
− A bankruptcy administrator is appointed by the court (administration of estate)
− If the matching cover and liquidity requirements cannot be fulfilled, the bankruptcy 

administrator must, upon the request or approval of the supervisor, accelerate the covered 
bonds and sell the cover pool assets in order to pay the covered bonds.

Overview of Finnish Legislation Relating to Covered Bonds



Danske Mortgage Bank – Contacts
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Contacts

Pekka Toivonen
CEO, Danske Mortgage Bank Plc
Direct: +358 (0)10 546 7718
Mobile: +358 (0)45 121 7037
E-mail: pekka.toivonen@danskebank.fi

Christoffer Møllenbach
Head of Group Treasury
Direct: +45 45 14 63 60
Mobile: +45 21 55 10 52
E-mail: chm@danskebank.dk

Bent Callisen
Head of Group Funding
Direct: +45 45 12 84 08
Mobile: +45 30 10 23 05
E-mail: call@danskebank.dk

Thomas Halkjær Jørgensen
Chief Funding Manager
Direct: +45 45 12 83 94
Mobile: +45 25 42 53 03
E-mail: thjr@danskebank.dk

Claus Ingar Jensen 
Head of IR 
Direct:  +45 45 12 84 83
Mobile: +45 25 42 43 70 
E-mail: clauj@danskebank.dk

John Bäckman
Chief IR Officer
Direct:  +45 45 14 07 92 
Mobile: +45 30 51 46 85
E-mail: jbc@danskebank.dk

Heidi Birgitte Nielsen
Chief IR Officer
Direct: +45 45 13 92 34
Mobile: +45 27 20 41 74
E-mail: heidn@danskebank.dk

Robin Hjelgaard Løfgren
Senior IR Officer 
Direct:  +45 45 14 06 04
Mobile: +45 24 75 15 40
E-mail: rlf@danskebank.dk

mailto:pekka.toivonen@danskebank.fi
mailto:chm@danskebank.dk
mailto:call@danskebank.dk
mailto:thjr@danskebank.dk
mailto:clauj@danskebank.dk
mailto:jbc@danskebank.dk
mailto:heidn@danskebank.dk
mailto:rlf@danskebank.dk
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Disclaimer

Important Notice

This presentation does not constitute or form part of and should not be construed as, an offer to sell or issue or the solicitation 
of an offer to buy or acquire securities of Danske Bank Group including Danske Mortgage Bank Plc in any jurisdiction, including 
the United States, or an inducement to enter into investment activity. No part of this presentation, nor the fact of its 
distribution, should form the basis of, or be relied on in connection with, any contract or commitment or investment decision
whatsoever. The securities referred to herein have not been, and will not be, registered under the Securities Act of 1933, as
amended (“Securities Act”), and may not be offered or sold in the United States absent registration or an applicable exemption 
from the registration requirements of the Securities Act.

This presentation contains forward-looking statements that reflect management’s current views with respect to certain future 
events and potential financial performance. Although Danske Bank including Danske Mortgage Bank Plc believes that the 
expectations reflected in such forward-looking statements are reasonable, no assurance can be given that such expectations 
will prove to have been correct. Accordingly, results could differ materially from those set out in the forward-looking 
statements as a result of various factors many of which are beyond Danske Bank’s control.

This presentation does not imply that Danske Bank including Danske Mortgage Bank Plc has undertaken to revise these 
forward-looking statements, beyond what is required by applicable law or applicable stock exchange regulations if and when 
circumstances arise that will lead to changes compared to the date when these statements were provided.


