Listing
covered bonds

Covered bonds:
a safe haven in
uncertain times
Covered bonds are debt securities issued by credit
institutions and guaranteed by cover assets specifically
allocated to this purpose, such as mortgage loans or
public-sector debt to which investors have a preferential
claim in the event of default.
How do these instruments contribute to the market
stability?

»

They have a pivotal role in banks’ wholesale funding

»

They are a cost-efficient, long-term funding
instrument for mortgage or public sector loans

»

They provide the best possible quality of credit
exposure to credit institutions

Some features, such as the preferential claim, asset
eligibility and coverage, bankruptcy-remoteness and
regulation, depend on the specific national framework.
What all covered bonds have in common, however, is
their safety (“dual recourse” features).
For the above reasons, covered bonds have enjoyed a
solid standing in both stressed and distressed market
conditions.
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Towards a more
integrated EU
covered bond
market
In 2018, the European Commission
proposed an EU framework* for covered
bonds. It aims at ensuring a harmonised
covered bond definition, which would
bring national frameworks closer together
and strengthen investor protection.

Highlights of the EU proposal

Improved asset quality of

Minimum over-

Supervisory duties with

Compulsory liquidity

the cover pool

collateralisation

a focus on investor

buffers

requirements (2-5%)

protection

*The EU framework consists of:
—

Regulation 2019/2160 amending Regulation 575/2013/EU as regards exposure in the form of covered bonds

—

Directive 2019/2162 amending Directive 2009/65/EC and 2014/59/EU
The Directive and the regulation were published in the Official Journal and entered into force on 7 January 2020.
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New opportunity:
green, social and
sustainability-covered
bonds
These covered bonds are backed by assets considered to
have a positive environmental or social impact, or a mix of the
two for sustainability covered bonds. Covered bonds related
regulation is increasingly recognising this asset class, with
Luxembourg being the first country in the world to pass a law
on green covered bonds and the development of common EU
tagging criteria for “energy-efficient mortgages” (EMF-ECBC).

Luxembourg Green Exchange (LGX)
The Luxembourg Stock Exchange (LuxSE) has been truly
vested in green and sustainable finance for over 10 years,
after the listing of the first green bond on LuxSE, in 2007.

Benefits of joining LGX:
»

For issuers:
– Optimal visibility of the securities via
straightforward classification of the green, social
and sustainable instruments

We have naturally followed the evolution of this market
and launched the Luxembourg Green Exchange (LGX), a
platform exclusively dedicated to green and sustainable

– Depositary service, i.e. free upload of the

finance in 2016.

sustainability documentation

LGX is the first and largest platform of its kind,

– A boosted ESG profile via the additional promotion
of an issuer’s sustainable finance strategy (“push”
services)

centered around criteria of enhanced transparency and
information accessibility. Over the last two years, this
platform has become a reference in itself for the listing
of green, social and sustainability bonds.
We have worked closely with a number of partners
including the International Capital Market Association
(ICMA) and the Climate Bonds Initiative (CBI) to ensure
conformity of the issues with the Green Bond Principles
(GBP), Social Bond Principle (SBP) and Social Bonds
Guidance (SBG).

»

For investors:
– Easy identification of labelled sustainable financial
instruments
– Free and unrestricted access to sustainability
documentation of securities
– High level of transparency
– Improved comparability of instruments
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Facts and figures*

The first sustainable
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LGX is the leading venue for green, social
and sustainability covered bonds

*in the EU
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Out of the current 11 green,

Securities

social and sustainability

from 112

covered bond issuers in

issuers,

the EU have chosen to be

from 29 countries, amounting to over

displayed on LGX

EUR 210+ bn are displayed on LGX

Luxembourg is the first country in the
world to legislate green covered bonds
In June 2018, renewable energy covered bonds were introduced to the Luxembourg law on the
financial sector (the “Law”), adding to existing classes of covered bonds, namely public sector
covered bonds, real estate covered bonds, movable assets covered bonds and mutual covered
bonds.
Banks issuing renewable energy covered bonds under the Law refinance loans that are secured by
rights in assets or securities linked to renewable energy, i.e. all energy produced from non-fossil
renewable sources, such as wind, solar, thermal, geothermal, hydrothermal and marine energy.
Investors benefit from the security features inherent to covered bonds, including the right of
preference over coverage values.
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Covered bond issuers on LuxSE**

**Non-exhaustive list

LuxSE is the leading venue for the
listing of international covered bonds
8.6%
Other exchanges

2%
Frankfurt Stock Exchange

48.7%
Luxembourg Stock Exchange

2.8%
Warsaw Stock Exchange

5.3%
SIX

15.3%
Euronext Dublin

Source: Bloomberg, 2018
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17.3%
London Stock Exchange

Why LuxSE?
The leading venue in the listing of international covered
bonds
Support for covered bonds issuers from all jurisdictions,
in all clearable currencies
High level of transparency
Different listing options:

»

The EU-regulated market (BdL)

»

The exchange-regulated market (Euro MTF)

»

The Securities Official List (SOL) – listing without
admission to trading

Prospectuses can be filed in English, German, French or
Luxembourgish
Access to the Luxembourg Green Exchange (LGX), the
unique platform for green, social and sustainability
securities that comply with the highest standards of
transparency in the market

Luxembourg – a premier
financial center
Luxembourg’s financial sector is among the most
attractive in the world:
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»

The country has a AAA long-term credit rating

»

It has a strong culture of investor protection and
tax certainty

»

Its specialist teams are multilingual and multicultural,
with a long tradition of dealing with the needs of an
international clientele

»

The financial regulator (CSSF) is highly efficient with
prospectus reviews

»

Luxembourg is the only country in the world with
a bespoke regulatory framework for green covered
bonds

Success stories from our
green covered bond issuers
Landshypotek Bank brings sustainable forestry
covered bonds to Luxembourg
In June 2018, Landshypotek Bank pioneered with the world’s first forestry
covered bond. It has been listed on LuxSE’s EU-regulated market and
displayed on LGX.
Highlights:

»

First ever sustainable forestry covered bond in the world

»

First ever green covered bond in Sweden and denominated in SEK

»

Biggest ever green bond in Sweden (SEK 5.25bn)

The 5-year SEK 5.25bn bond has attracted enormous interest among investors
with subscriptions reaching SEK 12bn half an hour after the issuance. Under
Landshypotek Bank’s green bond framework, proceeds can be used to finance
sustainable forestry, renewable energy and/or green buildings.
The inaugural issue is dedicated to finance only sustainable forestry and to
refinance forestry loans already included in the bank’s cover pool. The assets
securing the loans consist of sustainable forests - certified forests or forests
with green forest management plans that include setting aside areas of
particular conservation value. Projects behind the bond also contribute to
lowering CO2 levels in the atmosphere and protecting biodiversity.
Landshypotek Bank’s green bond framework was prepared in line with
ICMA’s Green Bond Principles and it received a second opinion from CICERO
(“Dark Green”).

The Luxembourg Green Exchange is a leading platform for issuers, asset
managers and investors with a focus on green financial instruments and
securities. Strict entry requirements apply, and we are both pleased and
proud that Landshypotek Bank’s green bond is being displayed there.

Martin Kihlberg
Chief Sustainability Officer, Landshypotek Bank
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Caja Rural de Navarra displays
two sustainability covered bonds on LGX
In October 2018, Caja Rural de Navarra (CRN) listed two of its sustainability
covered bonds on LuxSE’s SOL and displayed them on LGX.
Highlights:

»

Covered Bond label (EMF-ECBC)

»

Sustainability Covered Bond label (EMF-ECBC)

»

Extensive reporting in 2017 on key environmental and social
performance indicators proving the impact of their activities

The 7-year mortgage-covered bonds, issued on 1 December 2016 and 8 May
2018 respectively, are dedicated to finance or re-finance:

»

Environmental projects focused on sustainable agriculture, renewable
energy, energy efficiency, sustainable forest management, and waste
management, and

»

Social projects for affordable housing, social inclusion, education and
economic inclusion

The use of proceeds is subject to a number of exclusion criteria to avoid the
financing of projects that contribute to an increase of carbon emissions or
lead to negative social impacts.
Their second opinion provider, Sustainalytics, claimed that the CRN
Sustainability Bond Framework is transparent, creates meaningful
environmental and social impacts, and aligns with the 2017 Sustainability
Bond Guidelines (according to ICMA's definition, the sustainability bonds are
aligned with the four core components of both the Green Bond Principles and
the Social Bond Principles).
Sustainalytics also states that CRN's sustainability bonds advance various
United Nations Sustainable Development Goals (SDGs).

As a retail cooperative bank, we are happy to have been able to display
our sustainability bonds through LuxSE’s dedicated green, social and
sustainability bonds platform. LGX allows us to show investors and
stakeholders our bank’s commitment to sustainable finance through the
issuance of sustainability bonds and the ongoing process of reporting and
transparency involved, without being admitted to trading.
The LGX team has been extremely helpful in the process and we are very
glad to see the community of LGX-displayed green, social and sustainability
bonds growing.

Miguel García de Eulate
Head of Treasury and Capital Markets of Caja Rural de Navarra
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Luxembourg Stock Exchange
Founded in 1928, LuxSE is the worldwide leader in the listing of international securities.
With its first mover attitude, over the last 50 years LuxSE has actively contributed to
the development of international capital markets.

A leading listing venue for
international securities,
worldwide

LuxSE has a strong culture of servicing international clients and addressing their specific
needs. Thanks to its stringent but business-friendly admission process, LuxSE provides
the highest transparency to investors.
By providing increased visibility to issuers, LuxSE is the gateway to access international
investors. Issuers on LuxSE benefit from the country’s vibrant and integrated financial
ecosystem and proximity to a powerful network of international experts (e.g. law firms,
banks, consulting firms, etc.).

“Listed in
Luxembourg“

A full-service offer

capital markets

Listing

a recognised label in international

Effective answer to market needs

50+

years of experience in listing
international bonds

99%

of all securities listed
in less than 2 days

36,000+
listed and tradable securities

11,200+
new listings in 2018

500+
MTN programmes

60+
currencies

120

sovereign and quasi-sovereign
issuers listed on LuxSE

»

Efficient listing process (prospectus comments in less than three business days)

»

Indirect or direct prospectus submission

»

Wide range of securities and currencies

»

Competitive fee structure

»

Three listing possibilities: BdL Market, Euro MTF and Securities Official List (SOL)

Trading
Top-notch trading platform
All securities listed on BdL Market or Euro MTF are systematically admitted to trading
(with an open order book)

Euronext partnership:
»

OPTIQ: a state-of-the-art Euronext trading platform

»

Cross-membership: free access to LuxSE markets for Euronext members and reciprocally

Information services
Comprehensive service that meets transparency and regulatory requirements
»

LuxSE website: easy access to centralised information

»

Prospectus publication

»

Financial news services (FNS)

»

Financial Instruments Reporting Services Tool (FIRST)

Sustainable finance
The Luxembourg Green Exchange is the first and only platform exclusively
dedicated to sustainable securities
»

Relevant sustainable information on one single platform

»

50% market share for listed green bonds

Contacts

Carlo Oly

Benoit Pauly

Chiara Caprioli

Head of Relationship
Management

Sustainable Finance
Manager

Business Development
Manager

VISIT US AT:
35A Boulevard Joseph II, Luxembourg

T +352 47 79 36 227

T +352 47 79 36 402

T +352 47 79 36 417

col@bourse.lu

bpa@bourse.lu

cca@bourse.lu

WRITE TO:
PO Box 165/L-2011 Luxembourg
bourse.lu

luxembourg-stock-exchange

@LuxembourgSE

