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The Pfandbrief Market

Vd The German
Pfandbrief Banks



The Association of German Pfandbrief Banks is one of the five umbrella
organizations of the German banking industry. It represents the leading
providers of residential and commercial property finance as well as
municipal and government finance. In particular, the vdp has its focus on
representing the interests of the Pfandbrief.

The vdp is committed to ensuring that the Pfandbrief remains a successful,
secure, transparent, and liquid refinancing instrument. As an association,
it represents the Pfandbrief-specific interests of its member institutes in

dealings with lawmakers, supervisory and regulatory authorities, and other
market players at the national and international levels.
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“Even in times of crisis, the Pfandbrief
demonstrates what sets it apart — stability”

For more than 255 years now, the Pfandbrief has impressively underscored
its key role in the German capital market:

It has never ceased to offer investors and issuers a secure investment oppor-
tunity and affordable access to liquidity. This is true, not least, in turbulent
times such as these. In 2025 the Pfandbrief again showed itself to be an anchor
of stability and an instrument to be relied on, one that offered investors
attractive coupons while at the same time providing issuers with efficient
refinancing terms.

The strong demand for long-dated Pfandbriefe was particularly noteworthy
last year, and enabled finance providers to efficiently structure lending for
residential and commercial properties with matching maturities.

With new issues totalling just under €67 billion, the Pfandbrief market exceeded
the previous year’s volume by 17 %. The total outstanding volume rose to
€410.9 billion as a result. Last year saw Mortgage Pfandbriefe pass the

€300 billion mark for the first time to stand at currently €303.3 billion. This
demonstrates in no uncertain terms that the Pfandbrief represents a dynamic
and rapidly growing segment, and underlines its outstanding importance for
the sector as a whole. The growth is propelled by a raising demand for property
finance - an increase by almost 16 % among our member institutes is
undeniable confirmation of this trend.
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The market for sustainable Pfandbriefe was unable in 2025 to match the
growth rates achieved in previous years. At around €4.7 billion, the total
issuance of Green and Social Pfandbriefe fell short of the general market
trend. This was due to a limited supply of suitable collateral and the fact
that issuers were increasingly able to place unsecured sustainable bonds.
That said, no fewer than 15 issuers are already actively offering sustainable
products - a firm foundation that will keep on growing.

Turning to the current year, our outlook is generally one of optimism. After the
year 2026 got off to a remarkable start with numerous large-volume and, in
some cases, very long-dated issues, the war in the Middle East dampened
activity. Yet even in this extremely tense geopolitical situation, the Pfandbrief
once again demonstrated what sets it apart: stability. Spreads widened by only
a few basis points at their peak after the war broke out, and spread volatility
stayed exceptionally low.

This stability, the unique quality of the Pfandbrief as a successful German
product, and the high resilience of its issuers combine to make a strong
departure point for a successful 2026. We look ahead with confidence - and
look forward to the continued positive development of our time-honoured
product.

Jens Tolckmitt
Chief Executive
Association of German Pfandbrief Banks (vdp)
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Facts & Figures

DEVELOPMENT OF OUTSTANDING PFANDBRIEFE

—> Volume of outstanding Mortgage Pfandbriefe has risen steadily since 2014
—> Qutstanding volume just under €411 bn

Mortgage Pfandbriefe (incl. Ship Pfandbriefe) in € bn Public Pfandbriefe in € bn

a2 241 228
181 203
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Sources: Deutsche Bundesbank and vdp
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Facts & Figures

ISSUE VOLUME

—> Sales and outstanding volume 2025: Another strong year for the Pfandbrief
—> Outstanding Mortgage Pfandbriefe over €300 bn for the first time

New issues
in€bn 2022 2023 2024 2025
Pfandbriefe total 82.3 65.7 57.3 66.8
Mortgage Pfandbriefe
(incl. Ship Pfandbriefe) 68.1 519 425 46.8*
Public Pfandbriefe 14.2 13.8 14.8 20.0

1 _ Ship Pfandbriefe €0 bn

Outstanding volume (year-end)*

in€bn 2022 2023 2024 2025
Pfandbriefe total 393.5 400.3 399.5 410.9
Mortgage Pfandbriefe

(incl. Ship Pfandbriefe) 283.4 296.3 298.4 304.1
Public Pfandbriefe 110.1 104.0 101.1 106.8

2 _ Rounding differences possible.

Share of new issues 2025 Share of outstanding volume 2025

70.0 % 26.0% 74.0%
410.9

€bn

30.0 %

Mortgage Pfandbriefe
(incl. Ship Pfandbriefe)

Public Pfandbriefe
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Facts & Figures

DEVELOPMENT OF LOAN COMMITMENT ACTIVITY

—> Loan commitments rise significantly to €182.1 bn in 2025
—> Residential property loans drive growth, increasing by 17.5 % to €92.6 bn

Residential property loans in € bn commercial property loans in € bn public-sector loans in € bn
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Facts & Figures

VOLUME OF OUTSTANDING PFANDBRIEFE OF THE TOP 10 PFANDBRIEF BANKS IN 2025

—> Top 10 Pfandbrief banks together account for just under 75 % of outstanding Pfandbriefe
—> The market share held by the vdp member banks at just below 96 %

Issue volume in € bn

Commerzbank I 45.6
DZ HYP I, 241
LBBW . 20.2
UniCredit Bank I 353

Miinchener Hypothekenbank (MHB) [HIIINIEIENEEEEEE 52
Helaba I 268
NORD/LB I 206

Deutsche Pfandbriefbank (pbb) I 200

Bayern LB I 9.
Aareal Bank I 179
Top 10 Pfandbrief banks B %

Share of total Pfandbriefe outstanding in 2025

9.8%
23% g\l
o\
28% @ "
49% B .’ 8.6%

B s¢x

s0% B
6.5%
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The Pfandbrief -
legal foundations of this
time-honoured security

The prime focus of the Pfandbrief Act (PfandBG)
is to protect investors. The legal certainty that the
statutory framework creates is key to investor
confidence and a liquid Pfandbrief market. One
essential aspect of investor confidence are the
cover assets. These are grouped into separate cover
pools according to the type of Pfandbrief and
secure the Pfandbriefe in the event of the issuer’s
insolvency. Further important factors are the
statutory standardization that the Pfandbrief Act
provides, the high degree of transparency of the
German Pfandbrief system, and the stringency of
the special public supervision by the Federal
Financial Supervisory Authority (Bafin).

The Pfandbrief Act stipulates that German Pfand-
briefe may only be issued by credit institutions that
have received a special licence from Bafin. The law
distinguishes between four classes of Pfandbrief in
total: Mortgage, Ship, Aircraft and Public Pfand-
briefe. In issuing a Pfandbrief, the issuer undertakes
to pay a specific principal amount plus interest at
specified times.

Pfandbrief licence

To conduct Pfandbrief business, a credit institution
requires, in addition to a general banking licence,
a special licence from Bafin: the Pfandbrief licence.
A separate licence is needed for Pfandbrief type.

The individual conditions are set forth in
§ 2 (1) PfandBG:

- The credit institution’s head office must be
in Germany.

- The credit institution must provide evidence
that its core capital totals at least €25 million.

- The credit institution must hold a licence to
engage in lending business.
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- The Pfandbrief bank must have a risk manage-
ment system in place that separately manages,
monitors and controls the risks for the cover pool
within the meaning of § 27 PfandBG and the
underlying issuing business.

- The applicant credit institution must submit to
Bafin a business plan demonstrating that the
Pfandbrief business is to be conducted on
a regular and sustainable basis, and that the
necessary organizational structure is in place.

- The credit institution’s organizational structure
and the resources must be commensurate
with Pfandbrief business.

- The senior management is required to possess
the necessary expertise in the respective cover
business and in refinancing.

Public supervision

In Germany, the special public supervision of the
Pfandbrief business is carried out by Bafin, where
this task is performed by the “Pfandbrief/Coverage
Audits (BA 53)” division.

Cover audits

In supervisory practice, besides ongoing super-
vision, cover audits are especially important.

The cover for the Pfandbriefe is audited roughly
every three years based on appropriate samples.
The cover audits are conducted by Bafin itself or
by external auditors commissioned by the super-
visory authority. They involve random sampling of
individual cover assets and a legal review of their
eligibility for inclusion in cover as well as - in the
case of mortgage-backed cover assets - the valua-
tion of the mortgaged property in accordance with
the principles of mortgage lending value determi-
nation.



Role of cover pool monitor

Each Pfandbrief bank is required to have an inde-
pendent cover pool monitor, who is appointed by
Bafin, and at least one deputy. The cover pool
monitor is tasked with ensuring that the prescribed
cover for Pfandbriefe and for claims under deriva-
tive transactions exists at all times.

The cover pool monitor is appointed by Bafin after
consulting the Pfandbrief bank. The appointment,
discharge and duties of the cover pool monitor are
set forth in §§ 7 to 11 PfandBG. While not bound by
Bafin’s instructions, the cover pool monitor must
notify Bafin of their findings and observations.

One of the cover pool monitor’s duties is to verify,
before a Pfandbrief is issued, that the prescribed
cover exists and that the cover assets have been
recorded in the relevant cover register. Since the
introduction of the German Electronic Securities
Act (Gesetz zur Einfhrung elektronischer Wert-
papiere), the cover pool monitor may also provide

this confirmation in digital form for electronic issues.

Moreover, a cover asset may only be removed from
the cover register with the cover pool monitor’s
consent.

Cover principle

Of central importance to the safety of Pfandbriefe
is the cover principle. The resulting liabilities must
be sufficiently covered by assets throughout the
life of the Pfandbriefe. By law, the assets must
exceed the liabilities (statutory overcollateralization,
§ 4 (1) and (2) PfandBG). The Pfandbrief Act stipu-
lates strict requirements regarding the type and
quality of these assets.
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Under the extensive and detailed requirements
governing the separation principle in the event of
a Pfandbrief bank’s insolvency (§ 30 PfandBG) the
cover assets are first and foremost reserved for
the repayment of principal and interest should the
issuer default. The principle of matching cover
ensures that the Pfandbriefe are covered by suffi-
cient cover assets at all times. Cover and matching
cover are to be considered separately for each
type of Pfandbrief. Thus, overcollateralization in
the mortgage cover pool, for example, cannot be
used to secure Public Pfandbriefe, as the cover
requirements for each Pfandbrief type must be
met separately.

Pfandbrief issues are typically larger than individual
loans included in cover, and payment dates on the
assets and liabilities side do not match precisely.
While the Pfandbrief Act does not stipulate any
detailed limits in this regard, it does contain a num-
ber of provisions to ensure that sufficient cover is
always given.

Cover pools

The special status of the cover assets in the event
of an issuer’s insolvency is based on the entry of
the assets in the cover register. The cover register -
a separate register for each Pfandbrief type -

is kept at the Pfandbrief bank and supervised by
the cover pool monitor. The assets recorded in the
register and those deemed by law to be part of
them are ringfenced, i.e. they are not included in
the general insolvency estate of the issuing Pfand-
brief bank. The register allows to identify the assets
belonging to these insolvency-free assets in the
event of insolvency.



The cover for the outstanding Pfandbriefe must be
assured on the basis of the net present value of
the cover assets - including interest and principal
obligations - and the nominal value. The Pfandbrief
bank must ensure through its calculation of cover
that this prescribed cover exists at all times, and
must document this in a transparent manner.

The net present value calculation of cover was
introduced to manage interest cover and currency
mismatches: interest rate and currency fluctuations
affecting the cover pools and outstanding Pfand-
briefe must be able to withstand stress scenarios,
the details and methodology of which are stipulated
by Bafin in the Pfandbrief Net Present Valuation
Regulation (Pfandbrief-Barwert-Verordnung).

180-day liquidity buffer

To safeguard the liquidity of a cover pool, § 4 par. 1a

PfandBG requires the Pfandbrief bank to conduct
on a same-day basis for the next 180 days a recon-
ciliation of the maturing claims in the cover pools

and the liabilities under the outstanding Pfandbriefe.
The largest cumulative liquidity shortfall calculated in
this process must be covered by liquid cover assets.

Risk management

The risk management system required by general
banking law must itself already be suitable for
Pfandbrief business-related risks. § 27 PfandBG
clearly states this and sets forth the Pfandbrief-
specific requirements in the interest of investors.
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§ 27 par. 2 sent. 1 PfandBG requires a system that

is able to identify, assess, control and monitor all
relevant risks. Specific mention is made of counter-
party risks as well as of interest rate, currency and
other market price risks, operational risks and
liquidity risks. The concentration of risks must be
prevented by limit systems, amongst other things.
Moreover, a risk report must be forwarded to the
management board on at least a quarterly basis.

A separate risk management system is not required
in this context if a system is in place for the Pfand-
brief bank as a whole that assures the risks specific
to Pfandbrief business are represented separately.

Before engaging in new products, types of business
or in new markets, § 27 par. 2 sent. 1 PfandBG re-
quires the Pfandbrief bank to conduct and docu-
ment an exhaustive risk analysis. The Pfandbrief
bank may only record such assets as cover assets
after obtaining sound expert knowledge and, in the
case of new activities in mortgage lending business,
two years after taking them up.

Types of Pfandbrief

German law provides for four different types of
Pfandbrief, depending on the underlying assets
eligible as cover:

Mortgage Pfandbriefe to refinance property
loans secured by real estate lien,
Public Pfandbriefe to refinance loans to central
government or local authorities, or loans secured
by guarantees of central government or local
authorities,

- Ship Pfandbriefe to refinance ship mortgages
and

- Aircraft Pfandbriefe to refinance aircraft
mortgages.
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Structure of a Pfandbrief bank

e A
General supervision based on the German Banking Act (KWG)
Other banking not eligible Other funding
as cover
e ™
Special supervision of Pfandbrief banks
based on the Pfandbrief Act (PfandBG)
\
Mortgage
loans °
+ commercial it 02 BT Mortgage
« residential Mortgage Pfandbriefe
lending value
Public-sector 100 % Public
loans of the loans Pfandbriefe
KWG - KWG
60 % of the .
. Ship
Ship loans Mortgage .
lending value Pfandbriefe §
60 % of the .
. Aircraft
Aircraft loans Mortgage Pfandbriefe
lending value .-
PfandBG 4 PfandBG
Cover pool monitor examines cover assets
\_ Y,




Mortgage Pfandbriefe

§§ 12 to 19 PfandBG set forth the requirements to be
met by the cover assets for Mortgage Pfandbriefe.
Claims secured by a mortgage on a property are
eligible for cover provided their recoverable value
is assured.

“Mortgages” (§ 12 par. 1 PfandBG) are eligible as
cover. The wording of the Pfandbrief Act refers to
the term “Hypothek” (mortgage) in many places.
This traditional term in German Pfandbrief law is
to be understood such that the cover asset is the
claim secured by a mortgage on a property (real
estate loan). Properties in this respect are real
properties and rights equivalent to real property.
Under German law, a building is an integral part of
the real property. Rights equivalent to real property
include, for example, leasehold rights and owner-
ship of a residential property.

Under § 1 par. 1 no. 1 PfandBG, the real estate liens
serving as cover must be the Pfandbrief bank’s
rights in respect of a real property. However, § 1
par. 2 PfandBG permits the inclusion in cover of
real estate liens that are held by another suitable
credit institution on a fiduciary basis (trustee bank)
provided the Pfandbrief bank has an insolvency-
remote position. This is the case when the Pfand-
brief bank has a claim to the definitive transfer

of the real estate lien and the real estate lien is
deemed to be that of the Pfandbrief bank in the
event of the other credit institution’s insolvency
or of enforcement proceedings. This question is
especially important in syndicated and portfolio
financings as well as in pooling models.
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Under German law the insolvency remoteness of
such claims is achieved by means of the refinancing
register. In the event of the trustee bank’s insolvency
the beneficiary (in this case, the Pfandbrief bank) is
entitled to separate the assets a trustee bank has
entered into the refinancing register which it main-
tains separated from the trustee bank’s assets.

If building structures that are firmly connected with
the real property are taken into account as further
increasing the mortgage lending value, it must be
ensured throughout the entire lifetime of the loan
that the Pfandbrief bank will receive an insurance
payment by way of compensation if any such
structure is damaged or destroyed and not rebuilt
or restored. At the very least, the insurance must
cover the risks of damage that are of significance
with regard to the location and type of property.

The encumbered properties must be situated in

a member state of the European Union (EU) or

a member state of the European Economic Area
(EEA), the United Kingdom of Great Britain and
Northern Ireland, Switzerland, the non-European
G7 countries, i.e. the USA, Canada and Japan, or in
Australia, New Zealand or Singapore.

The total volume of the cover assets in non-EU
countries for which the Pfandbrief creditors’
preferential right in insolvency is not ensured must
not exceed 10 % of the cover assets in the case of
which the preferential right is ensured.

Other assets may be included in cover to a limited
extent, e.g. government bonds and claims against
credit institutions, to secure Mortgage Pfandbriefe,
in particular to facilitate risk management.



Mortgage lending value

The key element of the safety of the Mortgage
Pfandbrief is the determination of the mortgage
lending value. The basis for the valuation of the
encumbered property are § 16 PfandBG and the
Regulation on the determination of mortgage lend-
ing values (Beleihungswertermittlungsverordnung,
BelwertV).

In principle, a Pfandbrief bank is free to grant a
mortgage loan in whatever amount it wishes,
irrespective of the value of the property. However,
claims under mortgage loans may only be used to
cover Pfandbriefe, and therefore be refinanced
through Pfandbriefe, up to 60 % of the mortgage
lending value.

Public Pfandbriefe

The Public Pfandbrief is used to refinance claims
against the state and government agencies. The
main difference between Public and Mortgage
Pfandbrief business is that the loans to the public
sector are not backed by mortgages but are based
on the public sector’s ability to pay up at all times.

§ 20 PfandBG stipulates the requirements to be
met by cover assets for Public Pfandbriefe. The
cover assets must take the form of money claims.
Eligible debtors in respect of the money claims
against which these claims must also be directly
asserted include German public corporations, for
example.
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Foreign public-sector debtors include, for example,
all EU member states, which is to say the central
governments, the central banks as well as regional
and local authorities of these countries. The same
applies to EEA member states. As with the members
of the EU, the eligibility as debtors of the above-
mentioned bodies is not subject to any further
restrictions, for instance in terms of the public
debtor’s creditworthiness. By contrast, public
debtors from Switzerland, the USA, Japan, the
United Kingdom of Great Britain and Northern
Ireland, and Canada must have been allocated

to credit quality step 1, which requires a certain
minimum rating.

In 2012, the vdp developed a so-called credit
quality differentiation model. This is a voluntary
self-regulatory measure designed to supplement
the statutory cover requirements with rules for
applying haircuts to cover claims of a lower credit
quality. Thus, Pfandbrief banks apply stricter
requirements than those stipulated under general
banking supervision law.

In addition to direct claims, monetary claims are
also eligible as cover if guaranteed by certain
public-sector bodies, for example under so-called
municipal guarantees. But export credit insurers
seated in an EU or EEA member country, the USA,
Japan, Switzerland, the United Kingdom of Great
Britain and Northern Ireland or Canada may also
be eligible as guarantors under certain conditions.



Transparency requirements

Pfandbrief banks are subject to far-reaching statu-
tory transparency requirements. They must publish
extensive information on their Pfandbrief and cover
business on a quarterly basis. This is to allow inves-
tors to compare the Pfandbriefe and give them the
best possible basis for evaluation.

Over and above the requirements stipulated in

§ 28 PfandBG, the issuers belonging to the vdp have
raised this level of transparency by providing indi-
vidual and aggregated data in file formats suitable
for further processing on the vdp website (https:/
www.pfandbrief.de/en/transparency-reports-of-
vdp-members/). Moreover, most vdp member
banks voluntarily publish transparency data in HTT
format (transparency template for the EU covered
bond sector). These data are likewise available on
the vdp website.

Pfandbrief creditors’ preferential right
in the event of insolvency

At the heart of the Pfandbrief system lies the
Pfandbrief holders’ preferential right in the event of
the issuing Pfandbrief bank’s insolvency. Today, this
is governed by §§ 30 to 36a PfandBG. In principle,
all liabilities of the insolvent debtor accelerate
upon insolvency (§ 41 par. 1 German Insolvency
Code (Insolvenzordnung)). An exception to this
rule is made under § 30 par. 1 sent, 2 PfandBG in
that the Pfandbriefe do not accelerate if the issuer
(the Pfandbrief bank) becomes insolvent.

The provisions of the Pfandbrief Act are designed
to ensure that, even in the event of the Pfandbrief
bank’s insolvency, Pfandbrief holders will receive
the principal and interest payments as contractually
agreed, i.e. in full and on time.
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In the event of the Pfandbrief bank’s insolvency, the
cover pools and the respective Mortgage, Public,
Ship or Aircraft Pfandbriefe do not form part of the
bank’s insolvency estate. Instead, they constitute
“insolvency-free assets” - separated for each
Pfandbrief type - of the Pfandbrief bank.

These assets are a special part of the Pfandbrief
bank which is not governed by the Insolvency Code
or the insolvency administrator. Instead, these
assets become the responsibility of the “cover
pool administrator”, who manages this particular
part of the Pfandbrief bank with regard to the
Pfandbriefe and the cover pools. This part is
referred to as a “Pfandbriefbank with limited busi-
ness activity” (Pfandbriefbank mit beschrankter
Geschaftstatigkeit). The cover pool administrator is
authorized to conduct all such legal transactions
affecting the cover pools as are necessary for an
orderly resolution so that the Pfandbrief creditors’
claims are satisfied in full. The legal owner of the
cover assets remains the legal entity Pfandbrief
bank. There is no separation under company law.

However, when insolvency proceedings are opened,
the estate is automatically divided into a general
portion subject to the insolvency proceedings
(and the control of the Pfandbrief bank’s insolvency
administrator) and a portion that is subject to the
special provisions set forth in §§ 30 et seq. Pfand-
BG (and the control of the Pfandbrief bank’s cover
pool administrator). This means that the cover pool
administrator, too, acts on the Pfandbrief bank’s
behalf, in this case for the portion not subject to
the insolvency proceedings.
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Pfandbrief creditors’ preferential right in case of insolvency

Pfandbriefbank

Other assets

Mortgage
loans

Claims agains
public debtors

Aircraft

loans

Insolvency
of the issuer

Other assets

Cover Pool
administrator

Mortgage
loans

Claims agains
public debtors

Aircraft
loans
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Maturity extension

A cover pool administrator may extend the maturity
date of a Pfandbrief issue by up to 12 months
subject to certain conditions (§ 30 par. 2a and 2b
PfandBG). In this context, a “no-overtaking rule”
must be observed, i.e. the order in which issues are
repaid must not be altered. During the first month
after being appointed, the cover pool administrator
may defer the relevant interest and principal pay-
ments to the end of that period under the legal
presumption that the conditions have been satis-
fied. A deferral of repayment beyond this first
month is possible only if the cover pool is not
overindebted, if the extension is necessary, and if
the cover pool administrator can expect to be able
to service the bond after a deferral. Interest pay-
ments may no longer be deferred thereafter.

If it becomes clear in the course of the resolution
proceedings that the cover pool is insolvent or
overindebted, separate insolvency proceedings
are opened in respect of the assets of the Pfand-
brief bank with limited business activity at the
request of Bafin. Insolvency law will then apply to
these insolvency proceedings, and the cover pool
administrator will be replaced by an insolvency
administrator.

Pfandbrief creditors may assert claims for any
losses in insolvency proceedings against the general
insolvency estate of the Pfandbrief bank.
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Resolution proceedings

Resolution law - the EU Bank Recovery and
Resolution Directive (BRRD) and its transposition
into German law through the German Recovery
and Resolution Act (Sanierungs- und Abwicklungs-
gesetz) - grants extensive powers to the resolution
authorities and provides them with various resolu-
tion tools.

One of the tasks of the resolution authorities Single
Resolution Board (SRB) and Bafin is to draw up
resolution plans with a view to preparing for a crisis
situation. These resolution plans also include the
Pfandbrief bank’s Pfandbrief and cover business.

§ 36a PfandBG serves to coordinate resolution law
and Pfandbrief law, and contains a number of pro-
visions in the event of a crisis. In addition, resolution
law stipulates that the write-down of liabilities as a
resolution instrument is not applicable to Pfand-
briefe inasmuch as they are covered.

Sascha Kullig und Dr. Tim Lassen
Members of the Management Board
Association of German Pfandbrief Banks (vdp)
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Property value and covered bonds:

one value for all -

or rather a matter of choice?

The new concept of property value as defined in
Art. 229 CRR marks a paradigm shift in property

valuation for the purpose of preferential capital

treatment in Europe.

When the Basel lll reforms were implemented in
the CRR llI, the right to choose between market
value and mortgage lending value for preferential
capital treatment was replaced by a uniform, con-
servative concept of value. The property value is
defined as a sustainable, prudently determined
value that does not take expected price increases
into account. It became mandatory for new business
in 2025, while transition periods apply for existing
holdings until end-2027.

The property value is less revolutionary in practice
than it might at first appear. Rather, it can be based
both on the market value and on the mortgage
lending value, the two long-established valuation
approaches used in the banking sector. Whereas
the mortgage lending value as defined in the
BelWertV meets the methodological requirements
of Art. 229 (1) b) CRR, a market value-based deriva-
tion needs additional adjustment steps.

More than a year after it was introduced, the
property value is now standard practice. Many
institutions have implemented viable solutions,
often using market value-based approaches with
standardized haircuts, such as those developed by
vdp and vdpResearch. And yet the basic question
remains: Did we really need this new value concept?
The previous option between market and mortgage
lending value combined with the requirements
governing the review of the values (Art. 208 (3) CRR)
proved effective — even in times of crisis.

The following debate on expanding the field of
application of the property value should be seen
against this background: Since the recommenda-
tions of the European Banking Authority (EBA) of
22 September 2025 on the evaluation and revision
of the European Covered Bond Directive (CBD), the
property value is now being discussed in the con-
text of the valuation of covered bonds. The EBA’s
recommendations do not specify a clear conclusion,
but instead discuss two options: aligning the CBD
with the CRR while applying the property value, or
retaining the right to choose between market value
and mortgage lending value as per the current CBD
while using the property value for capital purposes.

This brings to light a fundamental conflict of objec-
tives. Harmonization based on the property value
would enhance comparability within the EU. But at
the same time, it would interfere with established
national covered bond systems, where market value
and mortgage lending value are firmly anchored -
and where they have proven to be a reliable foun-
dation. There is no obvious need for a change. Or
to put it more provocatively: Is not the opposite
approach also conceivable? A return to the choice
between market value and mortgage lending value
for preferential capital treatment could also again
reconcile CRR and CBD with regard to property
valuation. This, however, would relativize the claim
that the property value would bring harmonization.

Viewed from the German angle, incorporating the
property value into the CBD would not initially
change anything. The mortgage lending value as
defined in the BelWertV is an implementation
variant of the property value. The long-established
valuation approach would thus remain in place for
the valuation of the cover assets for Pfandbriefe.

Annett Wiinsche, Member of the Management
Board and Head of Property Valuation
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Facts & Figures

COVERED BOND SPREADS: A COMPARISON

—> Pfandbrief spreads in 2025: spreads tighten by around 20 basis points
—> Pfandbrief still premium, but no longer most expensive product in the covered bond family

in basis points versus mid-swaps

i France

Spain

| Public Pfandbriefe
1 Mortgage Pfandbriefe

Norway

April 2024 July Oct. Jan. 2025 April July Oct. Jan. 2026 March

Sources: Refinitiv, LBBW Research
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Facts & Figures

PFANDBRIEFE: A COMPARISON

— Pfandbriefe continue to prove their traditional crisis-resilience
—> Significant narrowing of spreads on unsecured bank bonds demonstrates confidence in Pfandbrief banks

in basis points versus mid-swaps

M Senior preferred
60 oMo A R gAML I ) ittt

A0 LV e N | Delta Pfandbriefe

vs. Bunds

Covered bonds

0 RS e S . Pfandbriefe

Bunds

April 2024 July Oct. Jan. 2025 April July Oct. Jan. 2026 March

Sources: Refinitiv, LBBW Research
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Facts & Figures

ISSUES OF SUSTAINABLE PFANDBRIEFE

—> Volume outstanding rises to €33 bn
—> Loans eligible as cover a limiting factor

New issues

in€bn 2022 2023 2024 2025
Total sustainable Pfandbriefe 9.5 8.5 7.1 4.7
Green Pfandbriefe 8.0 6.7 5.4 3.9
Social Pfandbriefe 15 1.8 1.7 0.8
Pfandbriefe outstanding (year-end)

in € bn 2022 2023 2024 2025
Total sustainable Pfandbriefe 17.7 24.1 30.5 33.0
Green Pfandbriefe 14.7 199 24.5 26.2
Social Pfandbriefe 25 4.2 6.0 6.8
Number of issuers' (year-end)

in€bn 2022 2023 2024 2025
Total sustainable Pfandbriefe 12 13 14 14
Green Pfandbriefe 10 11 12 13
Social Pfandbriefe 3 3 2 3

1 _DKB issues only Social Pfandbriefe. LBBW and SaarLB issued Green and Social Pfandbriefe.

22

A%¢] 0} PFANDBRIEF |update 2026



AYe| o)l PFANDBRIEF |update 2026

Facts & Figures

STRUCTURE OF THE COVER POOLS (vdp member banks)
Cover assets in 2025

Mortgage Pfandbriefe
ordinary cover only, by country’ by property type

Commercial
properties

35.0%

3.3% Netherlands Residential
properties

3.1% France 65.0%

Germany 2.2% United Kingdom

82.4% 2.1% USA

1.9% Poland
1.2% Switzerland

3.8% Others

1 _ Rounding differences possible

Public Pfandbriefe
ordinary cover only

3.1% France

2.1% Austria
0.7% Switzerland
0.7% Belgium

0.6% United Kingdom
0.5% ltaly
0.4% USA

2.5% Others

89.4%

Germany .
|
Il

23



A%¢] 0} PFANDBRIEF |update 2026

vdp’s information resources
for Pfandbrief investors

vdp website https:/www.pfandbrief.de/en/start/ features latest information, publications

and event dates

Vd The German
Pfandbrief Banks

Association Pfandbrief Real Estate Press Sustainable Finance Banking Regulation & Supervision

Property prices rise at start of 2026

=TH e HT;»-? / Z

Green & Social Recent posts
Pfandbrief Issuers and articles

A

Pres rleases More property loans at the start of 2026

- Volume of finance provided by vdp member banks rises to EUR 39.8 bn

Q pemet st G

Pfandbrief:
The film

Appointments

24/06/2026
Pfandbrief-Forum

Category with statistics on transparency data under § 28, the Pfandbrief market and spread data,
directly accessible via “Statistics” in the sidebar on the homepage.

o)

Statistics

Publications

Statistics

property In addit parency data pursuant to § 28 PfandG.

al

Transparency reports of vdp members  Lending business

O

Transparency reports of German
Savings Banks

vdp Property Price Index
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Pfandbrief market

Spread data Jumbo Pfandbriefe and
issues from min. 500m Euro
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PfandbrieflMarket: vdp’s digital platform for the Pfandbrief community -
Pfandbrief-related facts, news and analyses

PFANDBRIEF | MARKET Articles  Issuers  Authors

3 Questions regarding NORD/LBs
Green Pfandbrief 2029 N E

Issuers Rogulation tesuors tesuers

Aareal Bank with debut One Year of Property Haspa: Green Pfandbrief Enquired - MunHyp 2033

Green Pfandbrief Value: From Regulatory Re- debut benchmark Mortgage
quirement to Everyday Pfandbrief

more Practice more

more

| ntervew » e
= 3 "High demand for safe assets Pfandbrief yields
generally supports spread levels”

Pfand-Briefing: the vdp’s fortnightly newsletter -
all the news on the Pfandbrief, real estate and regulation

UL
[

QUARTERLY: the vdp’s quarterly magazine -

articles on the Pfandbrief and property market,

the latest topics from Brussels, the vdp member banks
and vdp subsidiaries
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vdp members at a glance

Aareal aka .-

ALH Gruppe

7 Alte Leipziger
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Your contacts when it comes to Pfandbrief, Capital Markets and Investor Relations

o]

Legal notice

(A

Publisher:

Editorial staff:

Design and
realization:

Photos:

Sascha Kullig

Member of the Management Board
and Head of Pfandbrief,

Capital Markets, Investor Relations;
Coordinator Sustainable Finance

Georgenstrafie 21
10117 Berlin
kullig@pfandbrief.de

Steffen Stachna

Senior Manager

Pfandbrief, Capital Markets and
Investor Relations

Georgenstrafe 21
10117 Berlin
stachna@pfandbrief.de

Verband deutscher Pfandbriefbanken e.V. (vdp)

Georgenstraf3e 21, 10117 Berlin
www.pfandbrief.de

" Sascha Asfandiar

Deputy Head of Pfandbrief,
Capital Markets and
Investor Relations

Georgenstrafie 21
10117 Berlin
asfandiar@pfandbrief.de

Christian Walburg

Manager

Pfandbrief, Capital Markets and
Investor Relations

Georgenstraie 21
10117 Berlin
walburg@pfandbrief.de

The Verband deutscher Pfandbriefbanken (vdp) is one of the five umbrella organizations of
the German banking industry. It represents the leading providers of residential and commercial
property finance as well as municipal and government finance. In particular, the vdp has its focus
on representing the interests of the Pfandbrief.

This publication provides only general and non-binding information. The Association of German
Pfandbrief Banks (vdp) and its staff are not liable for the use of information from this publication.
Although it has been compiled with great care, no guarantee can be given as to its accuracy,
completeness or timeliness. Users shall alone be responsible for use of the information con-

tained in this publication.

Carsten Dickhut (responsible), Horst Bertram, Cosima Luettke, Steffen Stachna
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