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Appetite for loans with
variable interest rate

In recent months, Danish homeowners have moved
their preferences towards mortgage loans with vari-
able interest rate as opposed to loans with fixed in-
terest rate.

Danish homeowners’ new loans with variable inter-
est rate in March was kr. 33.9 billion. When deduct-
ing kr. 18.5 billion in early redemption payments,
new loans amounted to kr. 15.3 billion, which is the
highest level of new loans net since fall 2011. Simul-
taneously, fixed-rate mortgage loans decreased net
by kr. 6.6 billion. A net reduction in fixed-rate mort-
gage debt was last seen eight years ago, not taking
installments into account.

Danish homeowners take out variable-rate
mortgage loans and repay fixed-rate loans

Kr. billion
20
Variable interest rate
15
10
5 |
0 i
i
-5
Fixed interest rate
-10
jan 20 jul 20 jan 21 jul 21 jan 22

Note: Net new loans from mortgage banks to Danish homeown-
ers are gross new loans at take-up price less early redemp-
tion payments at the redemption price. Instalments are
not taken into account. Rounding off can result in small de-
viations in sums and totals. Find chart data here (link).

The move towards variable-rate loans at the ex-
pense of fixed-rate loans happens concurrently with
interest rates on especially fixed-rate loans increas-
ing. Seen in isolation, an increased interest rate
spread has made variable-rate loans more attractive
to homeowners. However, variable-rate loans come
with the risk of increasing interest rates in the future
when the interest rate is adjusted.

Early redemption payments of kr. 41.3 billion

Bond prices on existing fixed-rate loans have de-
creased as interest rates have increased. This has
provided homeowners with the opportunity to cut
off a chunk of their outstanding amount by refinanc-
ing their loans. The increase in net new variable-rate
loans simultaneously with the reduction in net new
fixed-rate loans in March shows that some home-
owners have used the opportunity to refinance their
loan to a variable-rate loan. This means that home-
owners repay their existing fixed-rate loan before it
expires and then takes up a new variable-rate loan.
Early redemption of fixed-rate loans amounted to kr.
41.3 billion in March. This is on level with 2019,
where we last saw a bulk of conversions. Early re-
demption also occurs in relation to real estate sales.

Fixed-rate mortgage debt largest

Even though growth in variable-rate loans is largest,
the stock of fixed-rate mortgage debt is in total
larger than the stock of variable-rate mortgage debt.
In March, fixed-rate debt amounted to kr. 823 billion
and variable-rate debt amounted to kr. 756 billion.
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http://www.nationalbanken.dk/en/statistics/find_statistics/Pages/2022/Banking-and-mortgage-lending-Balances-20220502.aspx
http://www.nationalbanken.dk/en/statistics/find_statistics/Documents/Banking%20and%20mortgage%20lending%20balances/20220502_STATISTICS_chart_data.xlsx

