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Are Covered Bonds still on track? 

Two out of three superpowers are currently involved in military conflicts, both with un-

predictable trajectories. One conflict is on the EU’s doorstep, the other in a geopolitical 

tinderbox. Global trade is stalling, commodity prices are on a rollercoaster ride… and 

the covered bond market? It appears impervious, save for isolated pockets. In the aggre-

gate, covered bonds are absorbing the shock of global crises in an astonishing manner. 

Spreads are stable and supply volumes are at record levels - already in April, but particu-

larly in June.  

 

Our central narrative for the 2026 covered bond year is fundamentally shaped by an 

intrinsically strong market that, however, operates in a permanent 'on-off' mode due 

to external shocks. Yet, the market has only been 'off' a single time so far, namely following the outbreak of war in 

Iran at the end of February. Since then, all rhetorical, military, or trade-policy escalations have been completely 

absorbed. This has occurred in a way that inevitably raises the fundamental question of what developments could 

turn the switch to 'off' again, and what this deviation from our guiding theme means for spreads and issuance vol-

umes in the second half of the year. 

 

Supply Outlook for 2H 2026: “A little bit more perhaps?”  

On a long-term average, around 67% of the total annual volume is placed in the first half of the year. Given the 

EUR 122.65bn issued year-to-date, a simple extrapolation would lead to a FY 2026 volume of around EUR 183bn. 

What, then, prevents us from doing just that?  

 

Our full-year forecast of EUR 163bn is based on an aggregated bottom-up analysis. Starting with the maturity pro-

file and new lending forecasts of each individual issuer, we build our issuance expectations for the full year. There-

fore, it would require changes to these parameters to justify an adjustment to the overall forecast. Naturally, there 

are uncertainty factors involved, such as a shift in the funding mix away from unsecured to secured funding, or 

away from other currencies toward the Euro. However, due to the currently equally robust unsecured bank bond 

markets, there are few arguments supporting a significant shift in funding plans toward covered bonds.  

 

Another relevant factor would be pre-funding for the year 2027 that goes beyond the expected normal level. 

The question of whether or not to pre-fund for 2027 may become an issue, potentially with an eye on the presi-

dential elections in France in April. However, we do not believe this is a reason to assume a significant increase in 

pre-funding compared to 2025.  

 

So, is it all just front-loading effects from Q3 2026? In fact, there is much to suggest this, and it would also fit 

into our guiding vision: a fundamental 'on-off' expectation regarding the primary market ultimately implies a 

'take what you can, while you can' approach in anticipation of a potentially turbulent autumn. Given the US admin-

istration's past behavior in the face of complex challenges, a humble and self-reflective acceptance of a defeat in 

the midterms on November 3 would come as a surprise. On a lower level, the state elections in Saxony-Anhalt and 

Mecklenburg-Western Pomerania are also relevant, as their aftermath is highly likely to result in a political 

stalemate − with potential shockwaves heading toward Berlin. However, to avoid falling into a 'talking-our-book' 
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position, we take a look at the current issuance mix to identify markets whose deviation from the target is large 

enough to justify a change in our overall forecast." 

 

 

In Chart 1, we contrast the gross issuance expectations (figures above the bars) with the current percentage of 

annual target achievement. The red horizontal line marks the 100% threshold, while the dashed line represents 

the pro-rata full-year target of approximately 67% of annual issuance. 

 

Among the 'major' covered bond contributors − where we have drawn the line at an annual forecast of EUR 

9bn − only Canada is significantly ahead of the 6M target and has already exceeded its annual forecast of EUR 

11bn by EUR 3bn. Canada in particular posed a forecasting challenge for us as early as last November. This was 

due, on the one hand, to high maturities in H1 2026 and, on the other hand, to the question of how much of this 

would be replaced in EUR. For Canadian banks, it makes little difference which currency they issue in, as their or-

ganic funding needs are solely in CAD and, to a lesser extent, in GBP. However, the fact that EUR-denominated ma-

turities to date (EUR 14.9bn) were replaced practically 1:1 suggests that further issuance activity is on the cards 

for the remainder of the year (maturities of EUR 8.25bn). 

 

The other 'major countries' are more or less on track: deviations from the current pro-rata target of around 67% 

of the annual goal are more than one benchmark issuance away only in Austria and the Netherlands. In Austria, the 

decline in issuance is likely to turn out even more pronounced than we predicted. In the Netherlands, EUR 6.25bn 

in maturities to date have been refinanced by only EUR 5bn in new issuances. Furthermore, ACHMEA, INTNED, and 

ABNANV were already disproportionately active in H2 2025. As such, the lag remains well within catching-up dis-

tance. 

 

Among the 'smaller countries', the UK is particularly noteworthy: the deviation from our pro-rata expectation 

currently exceeds one benchmark issuance and is practically identical to Lloyds' EUR 2bn dual-tranche transac-

tion. We factored the latter into our issuance forecast with exactly zero euros, given that over the past seven years, 

only a single maturity from the Lloyds universe (including legacy HBOS covered bonds) was replaced on a cur-

rency-matching basis. 

 

Singapore and Sweden still have some catching up to do. In the second half of the year, just under EUR 2bn will 

mature in Singapore. Of the EUR 4bn in maturities from Sweden, only EUR 1bn in new issuances has been coun-

tered to date. However, it seems that both targets of EUR 4.5bn and EUR 4.25bn, respectively, were set rather gen-

erously. 

 

Chart 1: Canada exceeds expectations 
 

Chart 2: On track for EUR 206bn? 

Pro-rata achievement of gross issuance targets  Issuance paths of previous years 

 

 

 
In green: 'major' covered bond countries with an expected volume of ≥ EUR 9bn 

Sources: Bloomberg, Helaba Research 

  

Sources: Bloomberg, Helaba Research 
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For the other countries, the deviation from the pro-rata annual target often appears substantial, but this is 

usually due to the timing of a few benchmark issuances or because the issuance size turned out to be EUR 250 

million higher than we anticipated due to favorable market conditions. 

 

All things considered, we remain broadly comfortable with our forecast. On a macro level, we clearly underesti-

mated the resilience of the covered bond market against geopolitical tensions, while on a micro level, we set our 

projections for EUR issuances by Canadian and British banks too low. This is counterbalanced by potential front-

loading effects from H2 2026 and slightly too high volumes from Sweden, Singapore, and Austria. On a net basis, 

a minor upward adjustment to EUR 169bn may nevertheless appear reasonable. 

 

Spreads in H2 2026: 'The Eye of the Hurricane, the Calm Before the Storm, or a Reflection of Quality?  

As shown in Charts 3 and 4, the trajectory of spreads in 2026 can be summarized briefly: from the beginning of 

the year until around the mid-to-late part of February, covered bonds continued to outperform swaps. Italian cov-

ered bonds were even able to sustain their convergence trend into March. However, by early-to-mid April at the 

latest, the market entered a period of directionless range-bound trading. The underperformance of Italian covered 

bonds in Q2 2026 should be understood as a correction of the tightening seen in March. 

 

 

Given the severity of the political and economic disruptions, particularly in the second quarter, as well as the 

massive supply in May and especially in June, the fact that covered bonds avoided underperforming swaps 

should be seen as positive. In this respect, the question regarding expected spread performance raises a similar 

issue to that of volumes: 'What else could possibly go wrong?'. In fact, there is little fundamental backing for a 

softer market in the second half of the year: the conflicts in Ukraine and Iran currently appear to hold more poten-

tial for stabilization than escalation. On a micro level, EUR 67bn is still due for repayment. This means that even if 

our gross issuance forecast should turn out to be significantly too conservative, a pronounced oversupply is un-

likely to materialize. We leave the question of what kind of news catalyst would trigger an adverse spread move-

ment unanswered. However, it would likely require veritable government crises in core European countries or 

an unprecedented escalation of the existing conflicts. 

 

Chart 3: Spreads recently range-bound 
 

Chart 4: Subdued spread volatility Chart title / Diagramm-Titel 

5Y Constant Duration Covered Bond Spread Indices  5Y Const. Dur. Spread Performances across multiple time horizons Info or Axis labeling / Information oder Achsenbeschriftung 

 

 

 

 

Sources: Bloomberg, Helaba Research 
 

Sources: Bloomberg, Helaba Research 
*Sternchentext 

Quellen: Helaba Research 
 

0

10

20

30

40

50

60

70

80

J
a

n
 2

3

A
p

r 
2

3

J
u

l 
2

3

O
ct

 2
3

J
a

n
 2

4

A
p

r 
2

4

J
u

l 
2

4

O
ct

 2
4

J
a

n
 2

5

A
p

r 
2

5

J
u

l 
2

5

O
ct

 2
5

J
a

n
 2

6

A
p

r 
2

6

Australia Austria Canada

France Germany Italy

Netherlands Norway United Kingdom

           
                                                     

                                               

                                            

                                             

                                             

     
     
      
I     
      
      
      
      
      



 

 

 

 
© Helaba | Research | 30 June 2026      4 of 4 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Publisher and editor 

Helaba Research 

 

Editor: 

Dr Stefan Mitropoulos 

Capital Market Research 

 

Publisher:  

Dr Gertrud Rosa Traud 

Chief Economist/Head of Research 

 

Neue Mainzer Str. 52-58 

60311 Frankfurt 

T +49 69 / 91 32 – 20 24 

 

Internet: www.helaba.com 

 

 Disclaimer 

This publication has been prepared with the 

utmost care. However, it contains only non-

binding analyses and forecasts of current 

and future market conditions. The infor-

mation is based on sources that we consider 

reliable, but we cannot guarantee its accu-

racy, completeness or timeliness. All infor-

mation contained in this publication is for 

informational purposes only. It should not 

be construed as an offer or recommendation 

for investment decisions. 
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