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Key issues, 2nd half of 2008 

 
• In the years to come, continuing government surpluses result in lim-

ited borrowing requirements. In 2008, the total central government 
issuance is expected to be around DKK 30 billion. 

 
• The Danish fiscal surplus leaves scope for flexibility in the issuance 

strategy, whereby the total issuance in 2008 can be lower than DKK 30 
billion. Against the background of recent market turmoil, the flexibil-
ity in the issuance strategy gives the Danish government a favourable 
position. 

 
• It is the intention that a new 10-year government bond with maturity 

in 2019 is opened during 2nd half of 2008. If investor demand is 
deemed to be insufficient, one of the reasons being the uncertain 
market conditions, the opening can be postponed to 2009. 
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Borrowing 

In the report Government Debt Policy in the Light of Falling Debt1, Gov-
ernment Debt Management analysed the future perspectives of the 
market for government securities. Based on the analyses in the report, 
the issuance strategy was formulated as: 

 
• To open a new 10-year government bond series approximately every 

second year and build it up to a final outstanding volume of around 
DKK 50 billion. 

 
In the longer term, this strategy will lead to a distribution of the central 
government loans on five bond series, each amounting to approximately 
DKK 50 billion, bringing the total outstanding volume of government 
bonds in the market to approximately DKK 250 billion. The annual issu-
ance under this strategy is consistent with the central government's ex-
pected annual borrowing requirement until 2015. 

In 2008, the total issuance of government bonds is expected to be DKK 
30 billion. In the first half of 2008, issuance has been around DKK 10 
billion. The turmoil in international financial markets has entailed a de-
clining investor demand for bonds, including Danish government bonds. 
In this situation, the Danish central government is favoured by the 
budgetary surpluses, which leave room for flexibility in government bor-
rowing. 

It is the intention that a new 10-year government bond with maturity 
in 2019 is opened during 2nd half of 2008. If investor demand is deemed 
to be insufficient, one of the reasons being the uncertain market condi-
tions, the opening can be postponed to 2009. 

The key on-the-run issues in 2nd half of 2008 are: 
 
• 4 per cent bullet loans 2017 (expected to be replaced by a new se-

ries of bullet loans 2019 in 2nd half of 2008). 
• 4 per cent bullet loans 2010 
• T-bill 2008 II. 

 

 1
 The report is part of Danish Government Borrowing and Debt 2007, which can be downloaded from 

www.governmentdebt.dk 
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Buy-backs from the market can be conducted in all government bond 
series, which are not part of the key on-the-run issues. Buy-backs will 
only be conducted to the extent that market prices are deemed to be 
fair, e.g. when compared with market prices for issuance in the key on-
the-run issues. 
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Trading and Issuance of Government 
Securities 

Primary dealers in Danish government securities have decided to under-
take market making in Danish government bonds on MTSDenmark in 
2008. The chosen trading platform will be evaluated on an ongoing ba-
sis. 

Danish government bonds are primarily issued via tap sale at current 
market prices to the primary dealers, cf. Table 1. Treasury bill 2008 II is 
issued at monthly auctions until one month before maturity. 

 

MARKET PARTICIPANTS IN GOVERNMENT BONDS AT MTSDENMARK Table 1

Primary dealer Market taker1

Barclays ABN AMRO 
Danske Bank Arbejdernes Landsbank 
Fionia Bank BNP Paribas 
HSH Nordbank Citigroup 
JP Morgan Deutsche Bank 
Morgan Stanley Dresdner Bank 
Nordea DZ Bank AG 
Nykredit Bank Fortis Bank 
SE Banken Jyske Bank 
Sydbank Merrill Lynch 
 Royal Bank of Scotland 
 Svenska Handelsbanken 
1 A market taker can trade at prices quoted by primary dealers but cannot itself quote prices. 

 
The primary dealers support liquidity and trading in Danish government 
securities via their market making. Primary dealers have the right to 
undertake buy and sell transactions in Danish securities directly with the 
central government. In addition, primary dealers have access to the secu-
rities lending facilities of the central government and the Social Pension 
Fund (SPF), cf. Table 2. 

As financial turmoil spread to more safe assets in March 2008, market 
making obligations were changed. In spite of the financial turmoil, cur-
rent prices have been quoted in Danish government bonds and market 
making has been better in Danish securities than in comparable Euro-
pean markets. Recently, market conditions have normalised to a certain 
degree, and as a consequence the market making obligations have 
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partly been normalized to the obligations shown in Table 2. In 2nd half 
of 2008, the intention is to continue the process regarding further nor-
malisation of market making in Danish government bonds in coopera-
tion with the primary dealers. 

In order to concentrate liquidity in fewer series of government bonds, 
market making in 7 per cent bullet loans 2024 will be changed to best 
effort as from 1 October 2008. Buy-backs of the security will be con-
ducted to the extent that these can be carried out at fair prices. 
 

MARKET MAKING, JUNE 2008 Table 2

Market making obligation on 
MTSDenmark 

 

Nominal out-
standing amount, 

DKK million1

Securities lend-
ing facility2

Max. spread, ticks3 Min. amount, 
DKK million 

 Treasury bill 2008 II ........ 10,240 Central govt. - - 

     
 4 per cent 2010 ............... 37,030 Central govt. 6 80 
 5 per cent 2013 ............... 74,180 SPF 10 40 
 4 per cent 2017 ............... 49,695 Central govt. 14 50 

     
 4 per cent 2008 ............... 44,534 SPF - - 
 6 per cent 2009 ............... 56,380 SPF 10 30 
 6 per cent 2011 ............... 60,500 SPF 16 10 
 4 per cent 2015 ............... 57,260 SPF 20 10 
 7 per cent 2024 ............... 24,431 SPF 40 5 

1 Value date 20 June 2008. 
2 The conditions for securities lending are specified in Terms for the central government's and the Social Pension Fund's 

Securities Lending Facilities, see www.governmentdebt.dk. 
3 1 tick is equivalent to 0.01 percentage point. 
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Kingdom of Denmark's Rating  

The domestic and foreign central-government debt has the highest rat-
ing from Standard & Poor's (AAA), Fitch Ratings (AAA) and Moody's 
(Aaa). Standard & Poor's, Fitch Ratings and Moody's affirmed the rating 
in September 2007, December 2007 and April 2008 respectively with an 
unchanged stable outlook.  

Analytical reports and specific ratings on individual government secu-
rities are available on the websites of respectively Standard & Poor’s 
(www.standardandpoors.com), Fitch Ratings (www.fitchratings.com) and 
Moody's (www.moodys.com).1

 

 1
 Reports from Standard & Poor's and Moody's are available from www.governmentdebt.dk. 
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Information 

Danish Government Debt Management Policy is a semi-annual an-
nouncement from the Government Debt Management at Danmarks 
Nationalbank that provides information on objectives and strategies for 
the management of the debt. This announcement was published on 20 
June 2008. 

This announcement supplements the annual publication Danish Gov-
ernment Borrowing and Debt, which gives a more detailed presentation 
of Danish government debt policy. The annual report describes devel-
opments during the preceding year and reports on new issues of rele-
vance to debt management. Danish Government Borrowing and Debt 
2007 was published both in Danish and English in February 2008. 

Further information on government debt management can be ob-
tained from Government Debt Management's website: 
www.governmentdebt.dk. If you register with News Service, you will 
receive e-mail notifications of new information and updates concerning 
government borrowing and debt. 

Please direct further enquiries to Ove Sten Jensen, on telephone      
+45 3363 6102 or by e-mail governmentdebt@nationalbanken.dk. 
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