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Key issues 2013        

The Danish market for government securities functioned well in 2012. De-
mand for Danish bonds was strong, and Danish borrowing costs remained 
low. However, the turmoil in the European sovereign debt market is still con-

tributing to high uncertainty and volatility. Consequently, the focus of the 
central government's issuance policy and risk management is to:  
 Ensure a broad investor base in the central government's domestic and 

foreign borrowing by means of a broad range of key on-the-run issues. 
 Maintain low refinancing risk by issuing a large share in the longer matur-

ity segments, buying back securities maturing in the next few years, and 

maintaining a substantial liquidity reserve. 
 
Targets for domestic issuance 

The target for issuance in domestic government bonds in 2013 is kr. 75 bil-
lion, while the target for the outstanding volume in T-bills by end-2013 is kr. 
30 billion.  

The tax reform agreement from June 2012 will result in a one-off revenue 
from capital pension taxation in 2013. The timing and size of the revenue is 
subject to considerable uncertainty. 

 In the interest of investors and the continuity of the government debt pol-
icy, it is preferable that the issuance of government bonds does not change 
markedly from one year to another. In the light of this, extraordinary large 

revenue from the capital pension taxation will, as a starting point, not affect 
the targets for issuance of domestic bonds and bills in 2013. Extra revenue 
will be used to reduce issuance in the coming years. Hereby issuance will be 

smoothened over the years, and the present strategy with a liquid govern-
ment bond market can be maintained. Furthermore, it entails that the one-off 
revenue will be used to reduce public debt, as stated in the tax reform agree-

ment. 
 
Domestic issuance 

In 2013, issuance in the 2-, 5-, 10- and 30-year nominal maturity segments 
and the 10-year inflation-linked bond will continue.  

At the beginning of 2013 the 2-year and the 5-year key on-the-run bonds 

will be replaced: 
 The existing 5-year key on-the-run bond, 2.5 per cent bullet loan 

2016, becomes the new 2-year key on-the-run bond. 
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 The existing government bond, 4 per cent bullet loan 2019, becomes 
the new 5-year key on-the-run bond. 

 
Apart from this, no changes to the key on-the-run securities will be made, cf. 
Table 1.  

The strategy is to focus issuance in the longer maturity segments, primarily 
in the 10-year key on-the-run nominal bond.  

 

KEY ON-THE-RUN SECURITIES, 1ST HALF OF 2013 Table 1

Maturity segment Security Outstanding1, kr. billion 

Maturity < 1 year .................... Treasury Bills 44.9 
2-year nominal ...................... 2.5 per cent bullet loan 2016 21.5 
5-year nominal ...................... 4 per cent bullet loan 2019 87.9 
10-year nominal .................... 1.5 per cent bullet loan 2023 12.6 
30-year nominal .................... 4.5 per cent bullet loan 2039 114.8 
10-year inflation-linked .......... 0.1 per cent DGBi loan 2023 10.2 

1 As of 11 December 2012. The outstanding amount in the inflation-linked bond includes indexation. 

 

Government bonds are issued via regular auctions supplemented with tap 
sales.  

Monthly auctions will be held over T-bills with the first banking day of the 

month as settlement date. At the auctions with the first banking day in 
March, June, September and December 2013 as settlement date, new 9-
month T-bills will be opened.  

 
Foreign borrowing 
In 2013, the central government's foreign redemptions total 2.8 billion euro. 

The financial crisis has demonstrated that it is important for the central gov-
ernment to be regularly present in the international capital markets to ensure 
access to loans denominated in foreign currency. The strategy for 2013 is to 

raise foreign loans with a final exposure in euro for 1-2 billion euro.  
 

Bilateral collateral agreements  

In 2013, the central government will negotiate new bilateral collateral agree-
ments (2-way CSAs) with the swap counterparties. New swaps will be cov-
ered by the 2-way CSAs, which are planned to be implemented during 2013. 

 
Please direct enquiries to Ove Sten Jensen on telephone +45 3363 6102 or 
by e-mail governmentdebt@nationalbanken.dk. 
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Central-government borrowing in 2012 

In 2012, domestic government bond issuances totalled kr. 102 billion, cf. 
Chart 1. The strategy has been to issue predominantly in the longer maturity 
segments. The average maturity of the bonds issued in 2012 was 11 years, 

while the average yield was 1.4 per cent. 
The outstanding volume of T-bills is kr. 45 billion. T-bills have been issued 

at negative rates since the auction in May.  
 

ACCUMULATED ISSUANCE OF GOVERNMENT BONDS IN 2012 Chart 1
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Borrowing Strategy 2013 

Domestic borrowing 
In 2013, the central government's domestic financing requirement is kr. 139 

billion according to Budget Outlook 3, cf. Table 2. 
 

CENTRAL-GOVERNMENT DOMESTIC FINANCING REQUIREMENT, 2013 Table 2

Kr. billion   

Domestic financing requirement1 .......................................................................... 139 

Targets for financing:  

Issuance of domestic government bonds ............................................................. 75 
Outstanding volume of T-bills, end-2013 .............................................................. 30 
Drawing on the central government's account ...................................................... 34 

1 Based on Budget Outlook 3, December 2012.  

 
The target for issuance in domestic government bonds in 2013 is kr. 75 bil-

lion, while the target for the outstanding volume in T-bills as of end-2013 is 
kr. 30 billion.  

The tax reform agreement from June 2012 will result in a one-off revenue 

from capital pension taxation in 2013. The timing and size of the revenue is 
subject to considerable uncertainty. 

 In the interest of investors and the continuity of the government debt pol-

icy, it is preferable that the issuance of government bonds does not change 
markedly from one year to another. In the light of this, extraordinary large 
revenue from the capital pension taxation will, as a starting point, not affect 

the targets for issuance of domestic bonds and bills in 2013. Extra revenue 
will be used to reduce issuance in the coming years. Hereby issuance will be 
smoothened over the years, and the present strategy with a liquid govern-

ment bond market can be maintained. Furthermore, it entails that the one-off 
revenue will be used to reduce public debt, as stated in the tax reform agree-
ment. 

 
Domestic key on-the-run issues 
In 2013, issuance in the 2-, 5-, 10- and 30-year nominal maturity segments 

and the 10-year inflation-linked bond will continue. The strategy is to focus 
issuance in the longer maturity segments, primarily in the nominal 10-year 
key on-the-run nominal bond. This should be viewed in the light of: 
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 The build-up of liquidity in the 10-year nominal government bond, 1.5 
per cent bullet loan 2023. The outstanding volume amounted to kr. 12.6 

billion as of mid-December, cf. Chart 2. 
 The strategy to maintain a low refinancing requirement. 
 Expected low additional costs of issuing long-term rather than short-

term bonds.  
 Extraordinarily low Danish long-term government yields due to the Dan-

ish safe-haven status. 

 
At the beginning of 2013 the 2-year and the 5-year key on-the-run bonds will 
be replaced. The existing 2-year key on-the-run bond, 2 per cent bullet loan 

2014, has reached an outstanding volume of almost kr. 60 billion and a time 
to maturity below 2 years. Against this background, the 2.5 per cent bullet 
loan 2016 becomes the new 2-year key on-the-run bond.  

In the light of the continued focus on issuance in the longer maturity seg-
ments, and the kr. 75 billion target for bond issuance in 2013, it is estimated, 
that an opening of a new 5-year bond with maturity in 2018 cannot build up 

enough liquidity. Instead 4 per cent bullet loan 2019 will be the new 5-year 
key on-the-run bond from the beginning of 2013. The strategy is to issue 
only a small amount in the 5-year bond. 

The build-up of the 10-year inflation-linked bond will continue in 2013. The 
strategy is to build up the series to at least kr. 20 billion. 

 

CENTRAL-GOVERNMENT DOMESTIC REDEMPTION PROFILE Chart 2 
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The key on-the-run securities in the 1st half of 2013 are: 

KEY ON-THE-RUN SECURITIES, 1ST HALF OF 2013 Table 3

Maturity segment Security Outstanding1, kr. billion 

Maturity < 1 year .................... Treasury Bills 44.9 
2-year nominal ...................... 2.5 per cent bullet loan 2016 21.5 
5-year nominal ...................... 4 per cent bullet loan 2019 87.9 
10-year nominal .................... 1.5 per cent bullet loan 2023 12.6 
30-year nominal .................... 4.5 per cent bullet loan 2039 114.8 
10-year inflation-linked .......... 0.1 per cent DGBi loan 2023 10.2 

1 As of 11 December 2012. The outstanding amount in the inflation-linked bond includes indexation. 

 
Foreign borrowing 
In 2013, the central government's foreign redemptions total 2.8 billion euro, 

cf. Chart 3. The strategy for 2013 is to raise foreign loans with a final expo-
sure in euro of 1-2 billion euro. The loans will be issued in the 2- to 5-year 
segment and will be denominated in euro or dollar. 

Commercial Paper issuance continues in order to keep the programmes 
liquid. 

 

CENTRAL-GOVERNMENT FOREIGN REDEMPTION PROFILE Chart 3 
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Note: Redemptions exclude Commercial Paper and cross-currency swaps in relation to re-lending to Danish Ship Finance. 
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Buy backs 
The central government's buy-back policy aims at reducing the refinancing 

volume. In addition, buy-backs are transacted to cover the investment need 
of the government funds and to ensure an efficient market for government 
securities. 

Buy-backs may take place on tap, via auctions or switch auctions. In 2013, 
regular buy-back auctions for 5 per cent bullet loan 2013 and 2 per cent 
bullet loan 2014 will be held. Buy-backs are published daily at 

www.governmentdebt.dk. 
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Government debt 

Central-government debt is estimated to be 27 per cent of GDP at the end of 
2012, while the government gross debt (EMU debt) is estimated to be 45 per 
cent of GDP, cf. Chart 4. The difference reflects among other things that the 

central-government has a large liquidity buffer in the form of a high balance 
on the central government's account (corresponding to 9 per cent of GDP), 
which is not subtracted in the EMU debt. 

The Danish central-government debt is low compared with that of other EU 
member states, and Danish government bonds have the highest rating from 
Moody's (Aaa), Standard & Poor's (AAA) og Fitch Ratings 

(
 
AAA).  

EMU DEBT, PER CENT OF GDP Chart 4
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Note.: 
Source: 

The EMU debt estimates for 2012 and 2013 is based on Budget Outlook 3, December 2012. 
Statistics Denmark and the Danish Ministry of Finance. 
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Investors in domestic government 
securities 

The domestic insurance and pension sector owns 45 per cent of the domes-

tic government securities, while the foreign ownership share is 44 per cent.  
The domestic insurance and pension sector is the largest investor group in 

the longer-maturity segments, primarily in the 30-year bond, cf. Chart 5. The 

Danish pension companies have long-term commitments in Danish kroner 
and therefore have a natural interest in long-term krone denominated securi-
ties. 

 

OWNERSHIP SHARES OF DOMESTIC SECURITIES AS OF END-OCTOBER Chart 5 
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Source: 

The ownership shares are calculated on the basis of nominal stocks excluding the portfolios of the government funds. 
MFIs primarily include banks and mortgage credit institutes. Other financial intermediaries include among other things 
investment funds and investment companies. 
Danmarks Nationalbank, Securities Statistics. 
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Trading and issuance of government 
securities 

Issuance of Government Bonds 

Danish government bonds are sold via regular auctions supplemented by 
tap sales. Preliminary auction dates for domestic government bonds for the 
next three months are announced at the beginning of each month. No later 

than three trading days prior to the auctions, information about the auctioned 
bond(s) will be announced. The auction calendar will be updated with this 
information.  

Issuance of T-bills 

Danish T-bills are issued via auctions on a monthly basis with the first bank-
ing day of the month as settlement date. In the auctions with the first banking 
day in March, June, September and December 2013 as settlement date, 

new 9-month T-bills will be opened. 
  

The auction calendar for the first three months of 2013 is shown in Table 4.  

 

AUCTION CALENDAR Table 4

 December January February March 

 8 Jan 5 Feb* 5 Mar* 

Bonds .............................................................. 
 22 Jan 19 Feb* 19 Mar* 

T-bills .............................................................  21 Dec 30 Jan 27 Feb 26 Mar 

Note: (*) Tentative auction dates. 
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Primary dealers 
Danish government securities are issued to and bought back from regional 

and international banks that have entered into primary dealer contracts with 
the central government, cf. Table 5.  

The primary dealers support liquidity in Danish government securities by 

current quotation of two-way prices. In addition, the primary dealers have 
access to the securities lending facilities of the central government and the 
Social Pension Fund. 

 

PRIMARY DEALERS, JANUARY 2013 Table 5

Primary dealers in government bonds Primary dealers in T-bills 

Barclays Bank Danske Bank 
BNP Paribas Nordea 
Danske Bank Nykredit Bank 
Deutsche Bank SEB 
HSBC Sydbank 
J.P. Morgan  
Morgan Stanley  
Nordea  
Nykredit Bank  
SEB  
Spar Nord Bank  
Sydbank  

 

 
Benchmark bonds 
As of 1 January 2013 the benchmark bonds in the 2-year, 5-year and 10-

year nominal maturity segments will be changed. The central-government 
benchmark bonds are shown in Table 6. 

 

BENCHMARK BONDS, 1ST HALF OF 2013 Table 6

Maturity segment Security Outstanding1, kr. billion 

2-year nominal ...................... 2.5 per cent bullet loan 2016 21.5 
5-year nominal ...................... 4 per cent bullet loan 2019 87.9 
10-year nominal .................... 1.5 per cent bullet loan 2023 12.6 
30-year nominal .................... 4.5 per cent bullet loan 2039 114.8 
10-year inflation-linked .......... 0.1 per cent DGBi loan 2023 10.2 

1 As of 11 December 2012. The outstanding amount in the inflation-linked bond includes indexation. 
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New collateral agreements 

The central government uses swaps for management of the central govern-
ment's interest-rate and exchange-rate exposure. In order to limit any loss 
on a counterparty's default, the central government only transacts swaps 

with counterparties that have concluded a collateral agreement.1 
The central government's collateral agreements are unilateral. This means 

that the central government's swap counterparties pledge collateral if the 

market value of the swap portfolio is positive for the central government, but 
the central government does not pledge collateral to the counterparty if the 
market value is positive for the counterparty. 

In 2013, the central government will negotiate new bilateral collateral 
agreements (2-way CSAs) covering new swaps. The switch to bilateral col-
lateral agreements could lead to better swap prices for the central govern-

ment since swaps with bilateral pledging of collateral decrease the counter-
parties' liquidity requirement compared with unilateral pledging of collateral. 
The 2-way CSAs are planned to be implemented during 2013. 

 
 

 

 1
 The central government's credit risk management principles are described in more detail on the Govern-

ment Debt Management website, www.governmentdebt.dk. 
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Information 

Danish Government Debt Management Policy is a semi-annual announce-
ment from the Debt Management Office at Danmarks National-bank. The 
announcement provides information on objectives and strategies for the 

management of the debt.  This announcement was published on 13 Decem-
ber 2012. 

The announcement supplements the annual publication Danish Govern-

ment Borrowing and Debt, which gives a more detailed presentation of Dan-
ish government debt policy. The annual report describes developments dur-
ing the preceding year and reports on new issues of relevance to debt man-

agement. Danish Government Borrowing and Debt 2012 will be published 
both in Danish and English in February 2013. 

Further information on government debt management can be obtained 

from the DMO's website: www.governmentdebt.dk. If you register with News 
Service, you will receive e-mail notifications of new in-formation and updates 
concerning government borrowing and debt. 

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