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Disclaimer
This leaﬂet is prepared by Finance Norway, the industry organization for banks, insurance companies and other ﬁnancial institutions
in Norway. The purpose of the document is to give an informal overview of the Norwegian legislation and housing market in respect of
covered bonds, together with a short review of Norwegian economy. Thus, the information provided herein is of a general nature and
not a professional or legal advice. Finance Norway and the relevant experts accept no responsibility or liability whatsoever, and the
leaﬂet may not in any way be trusted as a legally binding document. Please note that it cannot be guaranteed that the information
is up to date and correct in any way and at any time.
This version was updated in March 2018. Latest version is always available at
www.ﬁnansnorge.no/en/covered-bonds/

3

Introduction to the Norwegian
covered bonds market
Norwegian covered bonds
Norwegian covered bonds are attractive to investors looking
for a high-quality instrument with low credit and market risk.
The legal framework surrounding the instrument is considered
to be very solid and investors have never incurred any losses on
their investments in Norwegian covered bonds.
Covered bonds have become very important both for the individual issuers and for the Norwegian capital market in general,
especially in light of the absence of a large government bonds
market given the Norwegian government’s very strong financial
position.

History in brief
The Norwegian covered bonds legislation was adopted in June
2007. It was the result of a lengthy study and several reviews
sponsored by the government and with strong support from the
financial industry. The legislation provides investors very strong
protection on their investments and is closely linked to corresponding EU directives and regulation. The Norwegian covered
bonds are seen as being among the best in class of European
covered bonds.
Issuance of Norwegian covered bonds started with an issuance
denominated in euro in the second half of 2007. Thus, the issuers had not been active for very long before the financial crisis
hit international financial markets the following year. Norwegian banks did not experience any substantial increase in their
losses on lending during the crisis. However, the turmoil in
international financial markets resulted in a liquidity-shortage
which also affected Norwegian banks. In order to provide
liquidity to the market, Norwegian authorities offered to swap
treasury bills for covered bonds from Norwegian issuers. During 2008 and 2009 a total of NOK 230 bn. (approximately
EUR 25 bn.) of Norwegian covered bonds were exchanged in
swap agreements with the government. High market demand in
the following years for covered bonds gave a smooth phasing
out of the swap agreement. The last covered bonds in the
arrangement came to maturity in June 2014.

Specialized credit institutions
According to Norwegian legislation, covered bonds can be
issued by specialized credit institutions only. Today, there are
25 such institutions in Norway. The majority of issuers are subsidiaries of individual parent banks, while a few issuers are
owned by groups of banks. The issuers are subject to a particular supervisory regime involving both an independent inspector
and the public supervisor, the Financial Supervisory Authority
of Norway (“Finanstilsynet”). The smallest issuers issue NOK

bonds in the domestic market only, whereas the largest issuers
are present in international capital markets on a regular basis.
Cover pools are dominated by residential mortgages, and the
large majority of the issuers are specialized residential mortgage
institutions (cf. the name “Boligkreditt”). Just a small number
of issuers are specialized in commercial mortgages or in public
sector loans. The issued covered bonds from these issuers constitute no more than 3 percent of the total outstanding volume.
The total outstanding volume of Norwegian covered bonds was
NOK 1 158 bn. by the end of 2017. The amount issued in NOK
and foreign currency constituted approximately 44 percent and
56 percent respectively.

Trading covered bonds
All covered bonds are listed. The issues in NOK are primarily
listed on Oslo Stock Exchange (Oslo Børs) and may be traded
on the exchange. Issuances in foreign currencies may be listed
anywhere, usually done in one of the major international
exchanges. Some of the issuers supplement their public bond
issuances with private placements. The ways of placement do
not affect bondholders’ strong claims in the cover pool.
The secondary market for Norwegian covered bond is by market participants considered to be liquid. As a measure for further improving liquidity and transparency in the secondary
market, Oslo Stock Exchange launched a Norwegian Covered
Benchmark list in June 2014. Bonds listed on the Benchmark
list are subject to continuous indicative quotation. In addition,
Nordic Bond Pricing, established by Nordic Trustee and the
Norwegian Fund and Asset Management Association, are able
to provide daily independent pricing services for bonds (distributed through Nordic Trustee ASA’s web portal Stamdata).

Finance Norway is the industry organization for
banks, insurance companies and other financial institutions in Norway. It represents some 240 financial
institutions operating in the Norwegian market.
Finance Norway follow the covered bonds market and
the associated legal framework closely, supported by
an expert group (The Norwegian Covered Bond
Council) consisting of high level representatives from
the largest Norwegian issuers.

4

Macroeconomic situation

The regions in Norway which have a relatively large exposure
to the production of oil and gas have naturally been affected by
the effects of the drop in the oil price, which again is reflected
in the development in key figures such as unemployment, house
prices etc. Although the petroleum industry will continue to be
an important part of the economy in many years to come, the
Norwegian economy is now in a transition period to become
less dependent of its oil and gas industry. The transition has
been expected, but the plunge in the oil price expedited the process.

of the Norwegian central government, and leeway in Norway’s
fiscal rule related to the Government Pension Fund Global, has
also resulted in a positive effect from public spending on the
economic activity.

Fig. 1.1 GDP Growth. Mainland Norway
Annual change in volume
Figures from 2016 onwards are preliminary
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The economic activity in the Norwegian economy picked up in
2017, after 2016 ended as the weakest year in terms of growth
since the financial crisis. Preliminary figures show that the
growth in GDP almost doubled to just below 2 percent last
year. The development reflects a more positive outlook after the
downturn in the petroleum sector, which faced challenges after
the oil-price drop in 2014.
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Fiscal and monetary policy has contributed in stimulating the
economy. The Norwegian Central Bank (Norges Bank) has
reduced the key policy rate on several occasions. In March
2016 the rate was cut to a record low level of 0.5 percent where
it has remained unchanged. The very strong financial position
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Nevertheless, due to the depreciation of the value of the Norwegian krone (NOK), mainly explained as a market reaction
following the fall in oil prices, the export sector has experienced
a considerable improvement in competitiveness. The traditional
export sector has thus been given a vital boost, which has contributed to stabilizing the economy.

Source: Statistics Norway, Finance Norway

GDP
Preliminary figures show that Norway’s gross domestic product
was NOK 3 279 bn. in 2017, representing an annual volume
change of 1.8 percent. 45 percent of this went to household and
Non-Profit Institutions Serving Households (NPISHs) spending,

29 percent to investments and 24 percent to government spending. The export surplus accounted for the remaining 2 percent.
Lower unemployment
The Norwegian labor market became less tight after the downturn in the petroleum sector from 2014 and onwards, which
affected both foreign and Norwegian workers. The increase in
unemployment became particularly evident in the labor force
survey as shown in the figure below. Due to for instance high
demand for highly skilled engineers etc. from other sectors,
combined with a more positive economic outlook, unemployment has decreased to previous levels. The level is fairly low
compared to several other European countries.
According to the labor force survey (LFS), the current (December) unemployment rate in Norway is 4.1 percent. The figure
for registered unemployment shows a rate of 2.5 percent. When
including those on labor market measures, the registered unemployment rate is 3.2 percent.
Fig. 1.2 Labor market

The regional differences have been prominent in the Norwegian housing market. In recent years this has particularly been
the case for Stavanger and Oslo. Following the challenges in the
petroleum section, housing prices in Stavanger decreased. The
price growth in the capital Oslo was strong in the same period.
Lately, the price growth in large cities has shown a more similar
development, cf. fig. 1.5.
Low interest rates, urbanization and the fact that Norwegians
to a large degree own their own homes are some of the factors
that will continue to stimulate housing price growth. Approximately 82 percent of the adult population (16 years and older)
live in a home which is owned by the household itself.
Home building activity picked up sharply in 2011 after falling
markedly in the wake of the financial crisis. This trend has continued in the following years as prices has continued to increase.
Going forward it is expected that the building activity will
decrease to a more moderate level.

Unemployment. Persons aged 15-74. s.a. 3-month moving average
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fig. 1.4. The development was likely due to several factors such
as increased supply, a long period with growth in prices and the
introduction of a tightened mortgage regulation which came
into effect from the 1st of January.1 Although there was a negative development in terms of growth, prices ended up with an
average increase of 5.7 percent compared to 2016.
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1 For more information on the mortgage regulation, see page 8.
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Fig. 1.4 Growth in house prices
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Increase in household consumption
A more positive economic outlook, improvement in real wage
and low interest rates contributed to the growth in consumption for households through 2017. The consumption of goods
particularly increased, while consumption of services fell marginally. Growth in consumption of services is, however, at a
higher level relative to the consumption of goods.
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Fig. 1.3 Household consumption

Fig. 1.5 House price development
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Housing market
The Norwegian housing market experienced a shift in 2017
and price growth trended downwards throughout the year, cf.
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the petroleum sector and for instance manufacturing. The difference in investment levels have declined in recent years as
petroleum investments decreased substantially after the decline
in the oil price, whereas traditional sectors experienced a positive effect from a weak NOK. Cost-cutting and improved outlook for the petroleum sector may however imply a higher level
of investments in this segment going forward.

Household debt has experienced a more stable development in
the same period. The current rate is at 6.2 percent. Given the
growth rate being higher than that of disposable income, households debt-to-income ratio has increased.

The housing market is an area where investments has picked up
in recent years. Low interest rates and increased housing prices
has been some of the important factors behind the high demand
for housing. Given that demand has stabilized, interest rates
hikes are in sight and building levels have reached a high level,
housing investments may to some extent decrease going forward.

2 LTV ratio: Net debt exceeding 100% of the dwelling’s market value.
DTI ratio: Debt exceeding five times gross income.
Debt-servicing capacity: Less than one month’s income remaining after
payment of interest, minimum principal and ordinary consumption
expenditures (on an annual basis).
3 The analysis includes those who do not own a dwelling, which contribute to
increase the amount of risky debt. This implies that the level for covered bonds
issuers based on mortgages will be lower. For more information see Norges
Bank – Financial Stability Report 2017.

Fig. 1.7 Petroleum and housing investments
Annual change. Norges Bank’s projections for 2017-2020
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The aggregate debt burden of the households is currently
around 220 percent, equivalent to a cumulative household debt
slightly over two times the size of the total household disposable income. Norwegian authorities have expressed its concern
with the high level of household debt. However, vulnerable
households, who exceeds critical levels on LTV ratio, DTI ratio
and debt-serving capacity,2 constitutes only 5.6 percent of total
household debt according to Norges Bank.3 Their analysis also
shows that the amount of such risky debt has decreased from
2010 to 2015.
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12 month growth

Weak NOK improves competitiveness
After the import weighted NOK-index reached a very strong level
in 2013, the NOK has experienced a substantial depreciation.
The development has been closely linked to the oil price and
investors perception of the “oil-driven” Norwegian economy.
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Credit growth and household debt
The aggregate twelve-month domestic credit growth declined
after the financial crisis, but has recently increased somewhat.
The latest figure (Jan. 2018) reflects a growth level of 6.1 percent in the last 12 months. The recent increase has largely been
due to surge in credit demand from non-financial corporations,
reflecting the improvement in economic activity.
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The weakening of the NOK implies an increase in the competitiveness of the Norwegian export sector. The floating exchange
rate regime has hence functioned as a stabilizer, enabling the
traditional export sector to become more internationally competitive at a time when the petroleum industry has experienced
challenges.

Source: Statistics Norway, Finance Norway

Investments
Norway is a small and open economy with significant volumes
of exports and imports. Weak economic growth amongst Norway’s main trading partners and a high cost level in Norway,
has influenced traditional exports for some time. However, due
to a broad depreciation of the NOK after the oil price drop in
2014, and expectations of increased growth among our main
trading partners, traditional exports are expected to rise going
forward.
The high profitability of the petroleum sector has given associated companies an incentive to invest heavily, whereas the
investment growth in the traditional industry has been lower
and fluctuating a great deal over the last 15 years. The development has caused a big divergence between investment levels in

Fig. 1.8 NOK exchange rate and the oil price
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The growth in the consumer price index (CPI) fell markedly
through 2017, after reaching a level above 4 percent during the
summer of 2016. The change in the value of the NOK, and its
impact on the price level of imported goods, have had a major
impact on the development. As the initial effect from a weak
NOK, which lifted the import prices, faded over time, the inflation level decreased to a level below Norges Banks target. In
recent months growth in the CPI has increased above 2 percent,
whereas the core-inflation, CPI-ATE (adjusted for tax changes
and excluding energy products) has remained fairly stable just
over 1 percent.
Fig. 1.9 Inflation
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Monetary policy still expansionary
As in many of Norway’s trading partners, monetary policy has
been made significantly expansionary since the financial crisis.
The last reduction in the key policy rate in Norway was in the
spring of 2016, to a record low level of 0.5 percent.
The central bank has expressed that monetary policy is expansionary and is considered supportive given the current state of
the Norwegian economy. Mainly due to financial stability considerations, the central bank has chosen not to reduce the key
policy rate further.
Nevertheless, as the macroeconomic outlook in Norway and its
trading partners are improving, the first interest rate hike since
2011 may not be too far away. Norges Bank has communicated
that it might be an option to increase the key signal rate in the
second half of 2018. However, they have also stated the need
for a cautious approach in the current low rate environment.

Fig. 1.10 Monetary policy rates
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Fiscal Policy
The extraordinary high profits on the exploitation of the oil
and gas resources are channeled into the Norwegian state treasury through both taxation and public ownership in the oil and
gas industry.
Revenues from oil and gas activities are invested in The Government Pension Fund Global (GPFG). The Fund has a twofold
purpose of smoothing out the spending of volatile oil revenues
in government budgets, and at the same time acting as a longterm savings vehicle allowing the Norwegian government to
accumulate financial assets to help cope with large, future
financial commitments associated with an aging population
and pensions. To prevent too much fiscal spending and overheating of the economy, public use of the oil revenues is curbed
by a set “fiscal rule”, limiting the use of oil revenues to the
expected real return from the fund, estimated to 3 percent.
After a considerable increase in the fiscal stimulus in 2009 in
conjunction with the financial crisis, the non-oil deficit has
remained at a high level in recent years. To measure the expansionary effect of the fiscal policy, one look at the change in the
structural non-oil budget deficit as a share of trend GDP for
mainland Norway. According to the budget for 2018 presented
last fall, fiscal policy will provide a slightly expansionary
impulse equal to 0.1 percent this year. The budget increase
implies a structural non-oil budget deficit of NOK 231 bn.,
which corresponds to 2.9 percent of the GPFG.
Fig. 1.11 Fiscal policy – budget impulse
Change in structural non-oil budget deficit as a share of trend GDP (Mainland Norway)
Positive numbers indicate that the budget is expansionary
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New inflation target
The operational target of monetary policy in Norway is low and
stable inflation, with annual consumer price growth of close to
2 percent over time. The inflation target was until recently 2.5
percent. When the inflation target was introduced in 2001, the
Norwegian economy was facing a period in which substantial
oil revenues were to be phased into the economy. This entailed a
real appreciation of the NOK, and the reasoning was that this
could occur in the form of somewhat higher inflation than in
other countries resulting in a more stable nominal exchange
rate. The period of phasing in oil revenues is now largely behind
us, and the Norwegian economy is currently facing a transition
in which the competitiveness of the tradable sector must be
improved. This implies that a key argument for maintaining a
higher inflation target than other countries is no longer relevant.
With an inflation target lowered to 2 percent, Norway has the
same inflation target as in most comparable countries.
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Mortgage market

In collaboration with Anders Lund, Eiendomsverdi AS
Norwegians prefer to own their home. As mentioned under the
chapter on macroeconomic developments, around 82 percent
of the adult population (16 years or older) live in a home which
the households own themselves. This, together with factors
such as increase in income, low interest rates and urbanization,
has influenced Norwegians demand for housing over the years.
A consumer taking up a personal mortgage is personally liable
for the corresponding debt. The borrower will continue to be
liable for the loan until it is fully repaid, also if the relevant
housing has been sold without giving full redemption of the outstanding debt. Hence, a borrower does not have the option to
move out of the dwelling and “leave” the debt behind. This also
applies if a personal debtor is put under insolvency procedure.
Since the debt is personal, the borrowers have strong incentives
to meet their debt obligations. Even during the Nordic banking
crisis, in the early 1990’s, as house prices decreased and unemployment rose, banks’ losses on loan to households were limited.
Maturities and refinancing
New mortgages are typically written with approximately
25-year maturity. In Norway there is no prepayment penalty on
floating interest rate loans and it is also easy to move the mortgage to another institution. Refinancing of mortgages are common, for instance in connection with buying a new home,
expanding a mortgage to buy a new car etc. This practice
requires frequent credit assessment.
Origination based on sound credit assessment
When Norwegian banks asses mortgage applications the pri-

mary focus is on the applicant’s debt serving ability. Most banks
use models to estimate the borrower’s cash flow after living and
financing expenses. In addition, the banks perform stress tests
on the applicant’s ability to repay if the interest rate were to
increase.
The lender shall also dissuade the customer in writing, before
entering into the contract, if the lender observes that the financial capacity or other circumstances of the borrower implies
that he or she should consider not borrowing the given amount.
This ensures a conservative underwriting policy.
Mortgage regulation
Due to the authorities concern regarding housing prices and its
correlation with household debt, the Ministry of Finance introduced a regulation on requirements for new residential mortgage loans in 2015. The goal of the regulation is to ensure a
sustainable development in household debt. The regulation was
later revised and a tightened version was applied from the 1.
January 2017 with an expiration date of 30 June 2018. The
Ministry of Finance will before the summer, based om advice
from the FSA and relevant stakeholders, decide whether the
regulation, possibly with amendments, shall be maintained.
The current mortgage regulation consists of the following
requirements:
- Loan-to-value (LTV) requirement of max. 85%
- Stress test: Households must be able to service their debt in
the event of a five percentage points increase in mortgage
rates

- Maximum debt-to-income (DTI) ratio requirement of five
times gross annual income
- A minimum principal payment requirement (2.5%) if the
LTV ratio exceed 60%
- Interest-only periods on mortgages and home equity lines of
credit may only be granted when LTV is below 60%
- Flexibility quota: Up to 10% of the value of new loans can
deviate from one or more of the requirements above each
quarter
- For mortgages located in Oslo, the deviation limit is set to
8% of the value of new loans each quarter. In addition, there
is a LTV requirement of max. 60% for secondary homes
Transparent information about individuals
The legal environment in Norway gives financial institutions
easy access to important information about potential and current borrowers. This allows for detailed insight into the applicant’s financial status and behavior, thus further ensuring the
quality of the credit assessment.
The banks retrieve data from the credit information agencies
regarding the applicant. E.g.:
- Tax records for the last three years (taxable income, taxes
paid, net taxable wealth, marital status etc.)
- Any debt collection outstanding (in the past 3 years)
- Directorships
- Any bankruptcy
With these data, the bank will know whether the applicant pays
his bills (electricity, phone etc). Together with internal payment
history, information from the applicant and the external
retrieved data provide in-depth understanding about the applicant’s financial behavior and the likelihood of default on the
applied mortgage.
Transparent information about the properties
Real property in Norway is registered in a central land register
to which real estate agents, lawyers, banks surveyors etc. have
direct access. The database is daily updated with information
about owner, restrictions on use, charges encumbrances etc. In
addition to the land registry, the professional actors also have
direct access to Eiendomsverdi’s database. Eiendomsverdi gather
data from the sales processes such as: pictures of the properties,
asking prices, actual sale prices, time on market, surveyor values
etc. All Norwegian real estate agencies provide data to Eiendomsverdi. In principle all residential properties are comprised
in the database, which was established in the year 2000. Both
databases ensure full transparency for Norwegian banks.
There is also a “GAB” register (street, address and building
register) where technical data about the property is kept. Here
all permits and applications concerning any property are registered. This database is also continuously updated.
Market values in Norway
There are four main sources of market values in Norway: Sales
prices, real estate agent appraisals, surveyor values and Automated Valuation Model (AVM).

Sales prices
In Norway, most real property is sold through authorized real
estate agents. They have undergone special training to conduct
estate agency, are subject to strict authorization rules and strict
control routines on the part of the authorities. An estate agent
may also give an indicative valuation of the property, but normally an authorized appraiser is hired as part of a selling process.
There is one market place, Finn.no, where most residential
properties are put out for sale. This makes it easy to do proper
marketing for properties for sale, and both seller and buyer are
acting knowledgeably. Properties sold through Finn.no are sold
as an open auction. The auction price will then reflect the true
market valuation of the property.
Real estate agent appraisals
Valuation is part of the real estate agent education in Norway.
Agents are also trained in valuation on a regular basis. In Norway, most market value appraisals applicable for mortgages are
compiled in a system called Etakst. Etakst is a digitalized system developed by the Norwegian mortgage industry and contains two parts:
1. Valuation software for the real estate agent
2. Documentation of market values for the banks
Etakst provides a standardized approach for real estate agents
to compute market values. The agents will always provide the
following data for the mortgage bank:
- Key data about the property (Living area, building type, lot
area, ownership, standard, owners)
- Pictures of kitchen, bathroom and facade
- Market value based on similar dwellings in the same area
- Indexed earlier sales price
- Lists of all properties sold previous year in the same municipality
The bank grant access to the data when the applicant or the real
estate agent provides a unique reference number to the mortgage bank. All dataflow is within a closed system, which reduces
the fraud risk to an absolute minimum. The bank will also
receive warnings if the applicant has done more than one valuation on their property last six months. Etakst is compliant
with international valuation standards as European Valuation
Standards (EVS) and International Valuation Standards (IVS).
Automated Valuation Model
Most Norwegian banks make extensive use of Eiendomsverdi
as an AVM (automated valuation model) company, for estimating market values of residential real estate and updating the
values in accordance to subsequent development in the residential real estate market. The estimations are based on a complex
valuation model and on a property by property basis. The
model is used both at origination, as a benchmark for physical
valuations and when updating market values for the cover
pool.
When mortgages have been granted, most Norwegian banks
update their internal ratings of customers on a monthly basis.
The purpose is to identify if there are any changes in the portfolio quality, and if any remedial action has to be implemented.
Furthermore, most Norwegian covered bond issuers update the
valuations on the properties in the portfolio on a quarterly
basis. These updates are based on Eiendomsverdi’s AVM.
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Norwegian banks and domestic sector
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Types of dwellings
There are currently approximately 2.5 million dwellings in
Norway. 50 percent of the dwellings are detached houses,
whereas multi-dwelling buildings constitute almost 1/4 of the
total. The remaining dwellings are houses with two dwellings,
row house etc., and other buildings, cf. figure 2.1 below.

Fig. 2.2 Loan losses in percent of outstanding loans

Percent
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For each property, updated value is calculated using information about any sales for similar properties in the neighborhood
lately. Due to the richness and granularity in their database (all
residential property sales in Norway are recorded daily into the
database), the estimates from Eiendomsverdi model are generally perceived as robust, and will adapt to changed market conditions on a daily basis. Eiendomsverdi is also a member of the
European AVM Alliance (EAA).
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Source: The Financial Supervisory Authority of Norway, Finance Norway

Fig. 2.1 Dwellings by type of building. 2017
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Floating rates
Traditionally most housing loans in Norway are floating rate
loans. The interest rate is not directly linked to a quoted market
rate, but set individually by each bank or credit institution
based in general on an evaluation of (i) the bank’s funding
costs, (ii) the competitive market situation and (iii) the bank’s
overall financial condition. According to Statistics Norway,
mortgages with a fixed rate constituted merely 6.1 percent of
overall mortgages from banks or credit institutions as of Q4
2017.
In accordance with the Financial Contracts Act the borrower
should receive at least six-week notice before an interest
increase. Most banks use a similar notification procedure before
an interest rate reduction.

Source: Statistics Norway, Finance Norway

Banks and credit institutions’ market share
Most residential mortgages are loans to households. As of
December 2017, almost 98 percent of loans to households
secured on dwellings were granted by banks and mortgage
credit institutions. The remaining 2 percent was granted by
state lending institutions. Lending to households in Norway
other than mortgages is limited. Activity in the consumer loans
market has in recent years increased, but the amount of debt
corresponds to merely 3 percent of total household debt. The
need for financing of larger consumption items are often met by
expanding less expensive mortgages.
Loan losses
Norwegian banks are considered as very robust, and loan losses
have been limited for a long period. Even under the banking
crisis in the early 1990s, the losses on mortgages where not
severe for Norwegian banks. Banks’ good performance in
recent years reflects low exposure to dubious assets, a robust
domestic economy and a relatively conservative prudential
framework.

Welfare system
Norway has an extensive social welfare system with an elaborate social safety net and public services such as education and
universal healthcare. Comprehensive benefit schemes guarantee
a good standard of living for individuals of old age and in periods of illness, disability, pregnancy and unemployment.
Demography
The Norwegian population has risen considerably since the
early 2000s, much due to a significant increase in immigration.
The population today is approximately 5.2 million. About 80
percent live in what Statistics Norway defines as urban areas,
compared to 50 percent after World War II. Going forward,
population is stipulated to increase to 6 million by 2032,
according to Statistics Norway’s “middle alternative”. It may
increase to 7 million in 2040 in an alternative with high net
immigration (and high fertility rates etc.).
Given the increase in population, the number of households has
also risen. Each household is on average comprised of 2.2 persons, a level that has decreased over time.

Taxation
Norway has an individual wealth tax that is calculated based
on net worth, i.e. gross wealth less debt. The rate applied is
0.85 percent of net wealth in excess of NOK 1.48 million. 25
percent of the assessed market value of one’s primary dwelling
(i.e. the home you live in) is basis for the wealth tax. For secondary homes, 90 percent of the market value constitutes the
basis for the tax.

Fig. 2.3 Population growth
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With some exceptions, a charge (stamp duty) of 2.5 percent of
the market value is payable to the state when purchasing real
estate.

Fig. 2.4 Households
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Covered Bonds market
Norway has a relatively small financial sector compared to
many other countries. Total assets in the domestic banking sector constituted approximately 150 percent of GDP in 2016,
well below the weighted average in the EU of 224 percent.
Although the sector is not large relative to GDP, there are as
much as 137 banks operating in Norway. Of the 126 Norwegian banks, seven are considered large by the FSA. 24 banks are
medium-sized, while the remaining 95 banks are small. There
are eleven branches of foreign banks.
According to Norwegian legislation, covered bonds may only
be issued by specialized credit institutions. Several banks have

established such institutions over the years, either fully-owned
or in collaboration with other banks. The establishment of
credit institutions owned by a group of banks has enabled
smaller banks to gain access to capital markets and lowered
their funding costs. Of the 25 Norwegian covered bond issuers,
5 are jointly owned.
Since the initial covered bond legislation was adopted in 2007,
the instrument has grown to be an essential part of banks’ funding. The development has led to the Norwegian covered bonds
market becoming one of the largest covered bonds markets
globally.

Fig. 3.1 Ten largest covered bond markets

Fig. 3.3 Outstanding volume

Covered bonds outstanding. 2016. EUR Mill.

NOK Mill. equivalent
*Other currencies are SEK, GBP, CHF, JPY and AUD
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Source: The issuers, Finance Norway

Issuance
The smallest issuers only issue NOK covered bonds in the
domestic market, while the larger issuers are present in international capital markets on a regular basis.

Cover pool composititon
Apart from substitution assets, the Norwegian issuers cover
pools are comprised of almost solely residential mortgages
which is expressed by the use of “boligkreditt” (mortgage
credit) as part of the issuers name. A few issuers are specialized
in commercial mortgages and one in public sector loans. Covered bonds from these issuers constitute approximately 3 percent of the total outstanding volume.

According to Finance Norway’s covered bond figures 4 issuance
increased in the last quarter of 2017. Issued volume in Q4 2017
was close to NOK 51.6 bn., somewhat above the average since
2012.
4 The figures (which includes Stadshypotek’s Norwegian Cover Pool)
represent gross outstanding/issued volume adjusted for bonds owned by the
credit institution itself. The figures are reported in the currency in which the
bond is denominated and then converted to Norwegian kroner (NOK) using
Norges Bank’s exchange rates at the end of each period. The covered bond
figures are accessible at http://www.finansnorge.no/en/covered-bonds/
statistics/

Finance Norway and the Norwegian Covered Bond Council
has recommended that all Norwegian issuers use the HTT to
increase transparency and comparability. In this relation a
“Norwegian version” of the HTT, based on some common
standards (e.g. definitions) from the previously developed
national template, has been introduced. The “Norwegian
HTT” is available on Finance Norway’s website www.
finansnorge.no/en.

Fig. 3.2 Covered bonds issuance
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Transparency
Norwegian covered bond issuers are typically considered to be
more transparent than what is required by national legislation.
The eight largest issuers are members of the Covered Bond
Label Foundation which implies that use of the Harmonized
Transparency Template (HTT) is mandatory.

Average

Source: The issuers, Finance Norway

Outstanding volume
The total outstanding volume of Norwegian covered bonds has
shown a steady increase for several years and surpassed NOK
1100 bn. in 2017. Issuance abroad, particularly in EUR, has
been important in terms of growth in recent years. The total
size of the NOK-denominated covered bonds has been rather
stable and represents 44 percent of total outstanding volume as
of Q4 2017.
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Covered Bond Legislation
Norway is not a member of the EU, but participates in EU’s
internal market under the European Economic Area Agreement
(EEA). According to this agreement Norway is obliged to
implement all EU directives and regulations that relate to financial institutions and markets, such as the CRR/CRD IV, MiFID,
Prospectus Directive, Solvency II etc. This ensures Norwegian
financial institutions the same rights and obligations as institutions established within the EU.
The Norwegian Covered Bond legislation entered into force on
1 June 2007. Relevant amendments were made to the then governing Financial Institutions Act, and a regulation on credit
institutions that issue covered bonds was adopted.
A new Norwegian Act on Financial Institutions (hereafter “the
Act”), entered into force 1 January 2016, amended the covered
bond framework so that covered bond issuers are treated in the
same way as banks in the event of insolvency. The Act also gave
the Ministry of Finance the mandate to decide a legal minimum
overcollateralization (OC) level. A minimum OC requirement
of 2 percent was introduced on 29 March 2017 in the corresponding regulation. The requirement enables Norwegian issuers use of derivatives, which is used to hedge against interest
rate and foreign exchange risk, to be exempted from the clearing obligation under EMIR.
The new Act authorizes the Ministry of Finance to set more
detailed regulations in a number of areas. The new act is still
not officially translated to English.
The issuance of covered bonds
The legislation permits specialized credit institution to raise
loans by issuing covered bonds. These institutions are licensed

credit institutions, supervised by the Financial Supervisory
Authority of Norway – Finanstilsynet, hereafter the FSA. The
institutions are subject to the same type of regulations as other
Norwegian financial institutions, for example capital adequacy
requirements, liquidity management requirements etc.
A commercial bank or a savings bank is not allowed to issue
covered bonds in its own name, but may establish a specialized
credit institution as a subsidiary. Alternatively, a specialized
credit institution may be established as an independent institution co-owned by several banks.
A licensed credit institution may raise loans by issuing covered
bonds where the object of the institution, as laid down in the
articles of association, is to grant or acquire residential or commercial mortgages, public sector loans and loans secured by
other registered assets. In addition, the company should finance
its lending business primarily by issuing covered bonds. The
articles of association of the institution shall state which types
of loans that shall be granted or acquired by the institution. The
scope of the business will therefore be restricted and institutions will have a very narrow mandate, which ensures transparency.
Regulation and supervision
The issuing of covered bonds is regulated by chapter 11,
subchapter II of the Act. The issuance of such bonds is not subject to any further governmental approvals. The institution
shall, however, notify the FSA no later than 30 days prior to the
initial issuance of covered bonds. There are no limitations on
issuance. An exception is the FSA’s opportunity to instruct an
institution to not issue covered bonds whenever the financial
strength of the institution gives rise to concern.

The Act gives the bondholders a preferential claim over the
cover pool if the issuer is placed under public administration.
The term “covered bonds”, (in Norwegian “obligasjoner med
fortrinnsrett” or “OMF”) is protected by law. The assets in the
pool remain with the estate in case of the issuer is placed under
public administration, but the bondholders and derivative
counterparties have exclusive, equal and proportionate preferential claim over the cover pool, and the administrator is bound
to assure timely payment, provided the pool gives full cover to
the said claims.

Matching requirement and OC-requirement
The Act establishes a strict balance principle, i.e. the value of
the cover pool shall at all times exceed the value of the covered
bonds with a preferential claim over the pool. The Regulation
establishes a strict mark-to-market principle of both assets and
liabilities. Only the value of non-defaulted mortgages within
the LTV limits is taken into account in this context. Also, the
act caps the maximum exposure to one single borrower at 5
percent of the cover pool when compliance with the matching
requirement is assessed.

Eligible assets – loan to value ratios
According to the Act the cover pool may consist of the following assets:

The credit institution may enter into derivative agreements in
order to secure the balance principle and payment obligations.
If it has a positive market value, a derivative agreement will be
part of the cover pool. If negative, the counterparties to derivative agreements will have a preferential claim over the pool,
“pari passu” with the holders of covered bonds. As a corollary
to this, the counterparties in the derivative agreements will be
subject to same restrictions with respect to declaration of
default as the bondholders. In addition, the credit institution
will have to adopt strict internal regulations with respect to
liquidity risk, interest rate risk and currency risk.

a) Residential mortgages
b) Commercial mortgages
c) Loans secured by other registered assets
d) Public sector loans
e) Assets in form of derivative agreements (in accordance with
regulation)
f) Substitute assets (in accordance with regulation)
Mortgages have to be collateralized with real estate or other
eligible assets within the EEA or OECD, and the public sector
loan borrowers have to be located within the EEA or OECD.
Maximum loan to value ratios (LTV) and monitoring requirements are set in the corresponding regulation. For residential
mortgages the LTV limit is 75 percent, and for commercial
mortgages 60 percent. The mortgage credit institution shall
monitor the development of the LTV of the individual asset as
well as the market of the underlying assets, according to the
Act, and in accordance with EU regulation.
Upon inclusion of loans in the cover pool, a prudent market
value shall be set. The market value for a property shall be set
individually by an independent and competent person. The
valuation shall be documented. However, valuation of residential properties may be based on general price levels.
Predominantly, residential properties in Norway are sold in an
open auction in the market. Hence the actual selling price
reflects the market value and a recent sales contract may serve
as documentation of the market value of a property.
The mortgage institution shall establish systems for monitoring
subsequent price developments. Should property prices fall,
that part of a mortgage which exceeds the relevant LTV limit is
still part of the cover pool and protects the holders of preferential claims. However, the part of a loan that exceeds the LTV
limit is not taken into account when calculating the value of the
cover pool relative to outstanding covered bonds, cf. the matching regulations, described below. The same principle applies to
non-performing loans, i.e. more than 90 days in arrears.
Derivative agreements and substitute assets
The derivate agreements and the substitute assets are, logically,
accessory to the loans. The substitute assets may constitute up to
20 percent of the cover pool and is required to be both secure
and liquid. The FSA may in certain situations authorize the share
of substitution assets to be up to 30 percent for a limited period.

As mentioned in the beginning of this chapter, the Ministry of
Finance decided to introduce a minimum overcollateralization
level of 2 percent for covered bond issuers in March 2017.
Register and inspector
The mortgage institution shall maintain a register of issued covered bonds, and of the cover assets assigned thereto, including
derivative agreements. To oversee that the register is correctly
maintained, an independent inspector shall be appointed by the
FSA. The inspector shall also regularly review compliance with
the requirements concerning the balance principle, and report
to the FSA.
Timely payment
As long as the cover pool fulfils the matching requirements, the
bondholders and counterparties in derivative agreements have
the right to timely payment, even in case of the issuer is placed
under public administration. The preferential claim also applies
to payments that accrue to the institution from the cover pool.
And, as long as they receive timely payments, the creditors have
no right to declare default. Details about this may be reflected
in the individual agreements between the issuer and (the trustee
of) the bondholders. These provisions will also apply to any
netting agreements between the institution and its counterparties in derivative transactions.
Public administration
Under the Act, covered bond companies cannot be declared
bankrupt, but have to be placed under public administration if
facing solvency or liquidity problems. This will give the authorities more flexibility to deal with covered bond companies,
while maintaining the rights of covered bond holders. The liquidator shall ensure proper management of the cover pool and
ensure that holders of covered bonds and derivative counterparties receive agreed and timely payments. Public administration or insolvency does not in itself give holders of covered
bonds and derivative counterparties right to accelerate their
claims. Should it not be possible to make contractual payments
when claims fall due, and an imminent change is unlikely, the
liquidator shall introduce a halt to payments.
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Associated legislation
The legal framework regulating the housing
market is well developed. This provides legal
certainty and foresee ability for consumers as
borrowers and owners of housing, and for
credit institutions as lenders and creditors. The
relevant framework includes specific consumer
protection legislation, a centralized electronic
registry system for the ownership and rights
(mortgage etc.) in real property, and an effectively and expedient forced sale procedure.

Financial Contracts act
The Act on Financial Contracts and Financial
Assignments (The Financial Contracts Act Act 1999-06-25 no. 46) regulates the contractual conditions in respect of a loan agreement
between financial institutions and their customers, both consumers and corporate clients.
The act applies in principle to all types of
loans, whether it is secured or not. The act is
invariable in respect of consumer contracts, i.e.
it cannot be dispended by agreement that is
disadvantageous to the customer.
Loan contracts are covered by the general provisions in chapter 1 of the Financial Contracts
Act, and by chapter 3 that regulates loan agreements in specific. The latter regulates issues as

contractual information, including pre-contractual information, an obligation to dissuade, changes to the terms of the contract,
interest, early repayment, transfer of the lender’s claim, change of creditor, and default.
Section 46 in The Financial Contracts Act sets
out provisions for information to be given in
respect of any case of marketing of a credit
contract. This includes, but is not limited to,
information in respect of credit costs, including
the effective annual interest rate (APRC), the
total credit amount and the amounts of any
installments.
Section 46a sets out the pre-contractual information requirements for the lender. The lender
shall before finalizing the contract, inform the
borrower in writing of such information as
required by the EU Consumer Credit Directive.
The information shall in accordance with the
EU-legislation be given by a standardized
information sheet as set out in the Regulation
to the Act. The information includes, but is not
limited to, information in respect of the total
credit amount, the nominal and effective interest rate, costs and charges, expiry date, conditions precedent, and security (mortgage, pledge

etc.) required by the lender. The information
shall also include reservations in the contract
concerning changes in the interest rates,
charges and other expenses, and the borrower’s right to early redemption, and charges etc.,
which may accrue if this right is exercised.
Moreover, the information shall also include
the conditions for termination and forced
repayment.
Section 48 requires that a loan contract with a
consumer shall include most of the information as set out in section 46a. Moreover, section 48 requires that a loan contract shall
include some additional information, among
other things, about the relevant dispute resolution arrangement mentioned in section 4 and 5
and the name and address of the relevant
supervisory authority.
Such an alternative dispute resolution system,
The Complaints Board for Consumers in
Banking, Finance and Mutual Fund matters,
was established in 1988. This is a non-governmental body established by agreement between
the financial industry associations and the
Consumer Council. The By-laws of the board
were approved by Royal Decree May 2000.

Statements made by the board are advisory,
but are in most cases followed.
The Lender shall prior to entering in to a loan
contract, assess the credit worthiness of the
customer based on information given by the
customer, and if necessary from a relevant
database, cf. section 46b. Moreover, the lender
shall dissuade the customer in writing, before
entering into the contract, if the lender has to
assume that the financial capacity or other circumstances of the borrower indicate that he/
she should consider refraining from taking the
loan, cf. section 47. The lender’s failure in this
respect may lead to a reduction of the borrower’s obligations, to the extent reasonable.
The terms of a loan contract may not be
changed unilaterally by the lender, cf. section
49. Exceptions are made for interest rates,
charges or other costs, provided the provisions
for this are included in the pre-contractual
information and the loan contract, cf. section
46a and section 48 (2).
The lender shall notify the borrower of any
changes in a loan contract, cf. section 50. If the
interest rate, charges or other costs in a contract for a repayment loan, including a selfamortizing loan, are changed, the notification
shall contain information about the reasons for
the changes and the effect on loan profile, and
also the borrowers’ right to redeem the loan
and the cost in this respect. Where the borrower is a consumer, changes in e.g. interest
rates and costs may be implemented not earlier
than six weeks after the written notification
from the lender. A shorter time-limit may be set
where the interest rate is changed as a result of
a substantial change in the money market rate,
bond rates or the institution’s funding cost in
general. For fixed rate loans there are specific
provisions and time limits for loans where the
interest rate etc. may only be regulated at specific dates, i.e. at the end of an interest rate
period. The terms of a loan contract may
include exemptions from the notifications provisions in respect of interest rates that are referring to a reference rate made public and available to the borrower.
In the event of late payment, the lender may
demand penalty interest, cf. section 51. The penalty interest rate is regulated in the Act on Interest on late payments. For consumers the interest
rate may not be higher than set out by law.
The borrower is entitled to redeem the loan
entirely or in part at any time, cf. section 53.
Borrowing costs shall only be payable for the
utilized credit period. The institution may not
demand any other contractual charge where
the borrower is a consumer. Nevertheless, in
the case of fixed interest rate loan, the lender
may in addition demand coverage for interest
rate loss in the lock-in period, provided the
lender’s rights are set out in the contract and
included in the pre-contractual information
(cf. section 54). For fixed rate loans there are

specific provisions for repayment connected to
the end of a lock-in period and a new offer for
the borrower (consumer). When the contract
entitles the lender to cover loss, a consumer
shall to the same extent be credited any interest
gain accruing to the lender. This right may be
departed from in the contract, and the lender’s
right shall also be included in the pre-contractual information.
The lender may demand redemption of the loan
before maturity in the case of default. The
grounds for such a demand for are mandatory
and set out in section 52. This includes the case
where the borrower is in, or it is clear will be in,
material breach of the contract and in the case
of bankruptcy or debt settlement proceedings.
Except with the borrower’s special consent, the
lender’s claim may only be transferred to
another financial institution, cf. section 45.
The change of creditor may in principle not
reduce the rights of the customer in respect of
the new lender, but the rights of set off etc. are
excluded in respect of the cover pool under the
covered bond regime, cf. section 2-30 of the
Financial Institutions Act. The borrower shall
be notified about the change of lender.
The Norwegian Ministry of Justice and Public
Security launched in September 2017 a public
consultation on a proposal for amendments in
the Financial Contracts Act to implement the
Mortgage Credit Directive in Norway. The
hearing was closed on 15 December 2017, but
the Directive has not yet been implemented.
The European Parliament and the Council
adopted the Mortgage Credit Directive
(2014/17/EU) against the background of experience from the financial crisis. The main purpose of the directive is to protect consumers in
the EU and to integrate the European residential mortgage markets. The directive requires,
inter alia, lenders in the EU to perform credit
evaluations of customers based on a joint
standard, whilst member states are required to
ensure the establishment of reliable standards
for the valuation of homes. The directive also
includes provisions on mortgage credit information sheets for residential mortgages, rules
on cancellation rights and cooling-off periods,
as well as rules intended to reduce the risk of
foreign currency mortgages for the customer.

Mortgage Act
The Mortgage Act (Act of 8 February 1980 no.
2) regulates mortgages secured by real property. Ownership and special rights in real property may be mortgaged under the provisions
set out in Chapter 2 of the Act, cf. section 2-1.
This also includes lease and a right of dwelling,
and also parts in cooperative building societies.
Unless otherwise agreed, real property mortgage comprise the land, houses and building
that the mortgagor owns and accessories and
rights as set out in law, cf. section 2-2. A mortgage may also be established on a lease of land
or an owner section in a building/freehold

apartment, cf. section 2-3 and section 2-4.
Mortgage rights acquire legal protection by
registration in the Land Registry/Register of
Deeds. See below.
According to section 1-7 of the Act, the mortgage debtor has an obligation to provide
proper care and maintenance of the property
so that the mortgagee’s security is not reduced.
Furthermore, the mortgagor has a duty to take
out standard insurance for the property. Most
lenders holding mortgages will obtain a certification from an insurance company to ascertain
that the property or dwelling is properly
insured. In the case of mortgages of less than
NOK 7.5 million, the credit institutions will
normally rely on a self-statement of insurance
from the customer. The latter is based on the
fact that a mortgagee is secured by a separate
guarantee scheme (pool), the “Panthavergarantiordningen”, in an amount of up to NOK
7.5 million in case the property is not insured.
Should the debtor be in arrears of installments
etc., the mortgagee may accelerate the loan cf.
section 1-9 of the act. However, this has to be
read in connection with the provisions under
section 52 of the Financial Contracts Act (see
above) that sets out mandatory rules for a
credit institution’s call for early redemption by
a consumer. If the provisions for accelerating
the loan are fulfilled and the debtor fails to pay,
the mortgagee may file for forced sale of the
property (see below).

Land Registry – Register of Deeds
The responsibility for property rights registration in Norway was transferred from local
courts to the Norwegian Mapping Authority
between 2004 and 2009, and in 2009 the Land
Registry was established as a separate division.
The Land Registry ensures that property rights
are registered at the right time and administers
land registry data. The land registry is a public
register of official documents relating to fixed
property.
The registration process and the effect of this
are regulated in the Title of Registration/Deed
Registry Act (Act of 7 June 1935 no. 2). The
ownership and other rights, including mortgage (lien), in real property, presuppose that
the relevant property has been individualized
and registered by number designation in the
land register. Each property has its own “page”
in the electronically based register (“grunnboka”). The register is based on the principle
that the information included in the register is
correct, and the information that is not stated
therein does not exist, i.e. the credibility and
reliability of the register has in principle both
negative and affirmative effect.
Rights, including ownership and mortgage
acquire legal protection by registration in the
Land Registry/Register of Deeds. This also
applies to parts in cooperative building societies. Exemptions are, to the extent provided for
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by law (statutory liens according to section
6-1 of the Mortgage Act), made for e.g. taxes
on the property and for joint expenses in
building societies and owner sections-companies (freehold apartments). To provide for the
administration of a bankrupt estate, there is
also a statutory lien for the bankrupt estate
equivalent to 5 percent of the value the property, limited to 700 times the standard court
fee (NOK 1 130 as of 1 January 2018), cf. section 6-4 of the Mortgage Act.

Forced Sales Act
The Forced Sales Act (Act of 26 June 1992
no.86) provides for an effectively and expedient forced sale procedure.
A lender may, if a loan is accelerated and the
borrower fails to pay any due amount, file an
application before the county court for a
forced sale of the property that backs the
mortgage loan, cf. section 4-4 of the Forced
Sales Act. The registered mortgage contract
will itself constitute the basis for such application, cf. section 11-2 and 12-2. There is no
need for additional judgment by the court to
provide such basis for a forced sale.
There are specific provisions for a 14 days
prior written notice of the debtor before an
application for a forced sale can be filed on the
basis of the registered mortgage contract, cf.
section 4-18. The court will, after giving the
debtor a right (with time limit) to comment
upon the application, decide if the forced sale
shall be carried out, cf. section 11-9. The court
will normally appoint a real estate agent to
administer the sale in order to obtain a reasonable price. The court does also have the option
to decide that the forced sale shall be carried
out through an auction if this is deemed to
give a better price, cf. section 11-12. If the
sales procedure is hindered or there is a possible loss of value of the property, the court may
decide to evict the debtor from the premises,
cf. section 11-14.
The lender (applicator) may ask the court to
affirm a bid on the property, cf. section 11-28.
The court shall affirm the bid provided the
provisions in section 11-30 are fulfilled, i.e.
that such bid gives full redemption to creditors
with better priority than the applicator and
there is no reason to believe that a higher bid
is possible to obtain. The court will then by a
decision distribute the dividend of the sale to
the creditors that hold lien in the property.
Normally, 9-12 months are required to repossess the property and satisfy the holder of a
mortgage.

Creditors Recovery Act
The Creditors Recovery Act (Act of 8 June
1984 no 59) sets out the provisions and limits
for the creditors’ recovery in the case of bankruptcy, forced sale etc.
In the case of forced sale of debtor’s necessary
housing or dwelling rights, the law gives the

court an initial right, upon the debtor’s
request, to decide that the forced sale may
only be executed if the debtor is provided with
another dwelling which in terms of location,
size, price and other factors satisfies reasonable requirements, cf. section 2-10 and section
11-7 of the Forced Sales Act.

include 1) mortgaged backed debt in housing
within the market value of the dwelling plus
10 percent, and 2) other debt secured within
the value of the relevant mortgage/security
item. The debtor will thus normally not be free
of his mortgage backed housing debt by the
end of the debt settlement period.

However, some important exemptions apply
with regard to the debtor’s right to another
dwelling. First, the right does not apply if the
debtor has failed to do what he can to procure
another dwelling or the forced sale is executed
for the collection of rent etc. Second, and more
important for credit institutions, the debtor’s
right to a new dwelling is also excluded if the
forced sale is executed to collect interest or
ordinary matured installment of loan secured
by mortgage on the property, the lease or the
document of access. And third, if collection is
sought for more than the matured amount, the
same applies if the extraordinary amount has
fallen due because the terms of the mortgage
have been defaulted by material neglect of the
maintenance of the property or the duty to
uphold insurance for the property. Due to
these exemptions applying to the debtor’s
right to another dwelling, the credit institutions will in practice solely apply for forced
sale on the basis of interest and matured
installments.

The right of the debtor to keep dwellings
and assets
The debtor will only have a duty to sell the
dwelling if this will provide better coverage for
the creditors and the dwelling exceed that can
be deemed reasonable dwelling for the debtor
and his or her family. If the debtor may keep
his present dwelling, then the value of the
dwelling shall be set by the enforcement officer
and two other competent persons (valuers).
For debt secured by dwelling, i.e. mortgage
loan, the debt secured within the set value plus
10 percent shall receive payment of interest
under the debt settlement period. No installments shall be paid in this period, but no
reduction shall be made in the principal outstanding. The debtor is also entitled to retain
enough of his income to meet reasonable
expenses in maintaining himself and his
household. The debtor has a further right to
keep personal assets and means of transportation to the extent reasonable. The authorities
have stipulated the rates for standard needs
for subsistence.

Debt settlement
Opening a debt settlement estate
The Debt Settlements Act (Act of July 17 1992
no. 99) provides for the debtor’s right, in case
of severe debt burden, to apply for debt settlement. Only debtors who are permanently
incapable of meeting their obligations can
obtain debt settlement. Debt settlement under
the law may not be instituted before the
debtor, to the best of his ability, on his own
hand has sought to reach a settlement with the
creditors. A debt settlement estate is opened
and handled by the public enforcement
authorities (the County court as Court of Seizure and the enforcement officer). The court
may only initiate debt settlement proceedings
if this is not deemed to be obviously offensive
to other debtors or for the society in other
respects.
Debt settlement may be voluntary or mandatory for the creditors, and can imply delays in
payment or a reduction in claims. The debt
settlement period shall normally be five years.
In case of a mandatory settlement, the settlement period may in special cases be extended,
but not for more than 10 years all together. In
the case of no agreement is reached in respect
of a voluntarily debt settlement, the debtor
may apply for a mandatory settlement for the
county court.
A mandatory debt settlement confirmed by the
court shall entail that a debtor who has satisfied the conditions, shall be released from the
debts covered by the settlement at the end of
the settlement period. However, this does not

Change in the debt settlement
The law opens up for changes in the debt settlement from both the debtor and the creditors. The decision is to be made by the court.
The debtor may ask for a change in case of
unforeseen circumstances, or if special circumstances reduce the debtor’s ability to meet the
conditions of the debt settlement. This includes
i.e. the case where the value of the dwelling, in
the end of the settlement period, has a materially lower (market-) value than set originally
by the valuers (see above). The creditors may
ask for a change in the debt settlement if there
is a significant/material improvement in the
debtor’s financial position within the settlement period. If the improvement is caused by
the debtor receiving a large amount of money,
the amount may fully or partly be distributed
to the creditors without any further change in
the settlement. Also, a material increase of the
value of the housing can result in a change of
the settlement. Furthermore, if the debtor
within two years after the end of the settlement period receives a considerable inheritance, prize/profit or the like, the court may
partly or fully set the settlement aside. This
does not include any profit that stems from an
increase of the value of housing.

Overview - Covered bonds outstanding and issuance. EUR million
2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

Public Sector
Mortgage
Ships
Others
Total Outstanding

6 371
6 371

21 924
21 924

751
53 582
54 333

1 837
70 401
72 238

3 759
91 852
95 611

2 742
107 242
109 984

2 035
105 202
107 237

1 820
102 704
104 524

1 672
107 694
109 366

2 199
113 051
115 251

1 824
113 359
115 183

Public Placement
Benchmark (1bn and above)
Benchmark (500mio - below 1bn)
Others (below 500mio)
Private Placement
Total

n.a.
n.a.
n.a.
n.a.
6 371

n.a.
n.a.
n.a.
n.a.
21 924

n.a.
n.a.
n.a.
n.a.
54 333

n.a.
n.a.
n.a.
n.a.
72 238

n.a.
n.a.
n.a.
n.a.
95 611

51 179
20 125
32 354
6 327
109 985

47 342
18 471
31 763
9 661
107 237

51 185
14 523
26 434
12 382
104 524

46 834
18 953
32 463
11 116
109 366

52 192
21 430
32 681
8 947
115 251

49 390
30 183
26 212
9 397
115 183

Denominated in EURO
Denominated in domestic currency
Denominated in other currencies
Total

4 500
1 433
438
6 371

12 847
8 351
725
21 924

14 522
39 022
789
54 333

22 022
45 803
4 413
72 238

29 953
55 325
10 333
95 611

38 597
59 533
11 854
109 984

44 510
49 965
12 762
107 237

49 928
41 502
13 094
104 524

51 537
44 081
13 748
109 366

55 256
50 159
9 837
115 251

56 257
49 490
9 435
115 183

Hard Bullet
Soft Bullet
CPT
Total

n.a.
n.a.
n.a.
6 371

n.a.
n.a.
n.a.
21 924

n.a.
n.a.
n.a.
54 333

n.a.
n.a.
n.a.
72 238

n.a.
n.a.
n.a.
95 611

n.a.
n.a.
n.a.
109 984

n.a.
n.a.
n.a.
107 237

n.a.
n.a.
n.a.
104 524

n.a.
n.a.
n.a.
109 366

8 232
107 019
115 251

8 484
106 699
115 183

Outstanding fixed coupon
Outstanding floating coupon
Outstanding other
Total

5 718
653
6 371

14 750
7 174
21 924

17 064
37 269
54 333

28 809
43 429
72 238

44 813
50 798
95 611

56 918
53 066
109 984

63 088
44 148
107 236

66 831
37 694
104 524

70 368
38 998
109 366

68 106
47 146
115 251

68 908
45 246
1 029
115 183

n.a.
3

n.a.
7

n.a.
22

n.a.
22

n.a.
23

n.a.
22

23
22

23
22

27
24

28
25

29
25

Public Sector
Mortgage
Ships
Others
Total Issuance

6 458
6 458

15 660
15 660

751
30 105
30 856

1 421
21 062
22 483

2 374
28 135
30 509

943
22 946
23 888

239
18 339
18 578

664
14 474
15 138

312
17 750
18 063

781
23 058
23 839

457
21 256
21 713

Public Placement
Benchmark (1bn and above)
Benchmark (500mio - below 1bn)
Others (below 500mio)
Private Placement
Total

n.a.
n.a.
n.a.
n.a.
6 458

n.a.
n.a.
n.a.
n.a.
15 660

n.a.
n.a.
n.a.
n.a.
30 856

n.a.
n.a.
n.a.
n.a.
22 483

n.a.
n.a.
n.a.
n.a.
30 509

10 916
4 748
7 664
560
23 888

7 441
1 458
8 267
1 412
18 578

6 823
2 157
5 082
1 076
15 138

4 937
4 346
8 574
206
18 063

9 143
6 400
7 115
1 181
23 839

7 699
6 767
6 295
951
21 713

Denominated in EURO
Denominated in domestic currency
Denominated in other currencies
Total

4 500
1 521
438
6 458

8 346
7 042
272
15 660

2 044
28 745
67
30 856

11 232
7 777
3 474
22 483

8 800
15 808
5 901
30 509

12 431
9 463
1 994
23 888

8 382
7 546
2 651
18 578

4 590
9 854
694
15 138

6 773
9 206
2 084
18 063

10 342
12 807
690
23 839

9 688
9 675
2 350
21 713

Hard Bullet
Soft Bullet
CPT
Total

n.a.
n.a.
n.a.
6 458

n.a.
n.a.
n.a.
15 660

n.a.
n.a.
n.a.
30 856

n.a.
n.a.
n.a.
22 483

n.a.
n.a.
n.a.
30 509

n.a.
n.a.
n.a.
23 888

n.a.
n.a.
n.a.
18 578

n.a.
n.a.
n.a.
15 138

n.a.
n.a.
n.a.
18 063

196
23 643
23 839

633
21 080
21 713

Issuance fixed coupon
Issuance floating coupon
Issuance other
Total

5 754
704
6 458

9 020
6 640
15 660

2 207
28 649
30 856

16 074
6 409
22 483

15 961
14 548
30 509

15 462
8 427
23 888

11 423
7 155
18 578

3 475
11 519
144
15 138

9 173
8 748
142
18 063

10 719
12 525
594
23 839

11 896
9 817
21 713

Number of New Issuers

3

4

15

-

1

-

-

1

2

1

-

OUTSTANDING (in EUR million)
		

Total Covered Bonds Outstanding

Number of Programmes
Number of Issuers
ISSUANCE (in EUR million)
		

Total Covered Bonds Issuance

Source: ECBC, Finance Norway

Total covered bonds outstanding per issuer. 31.12.2017. NOK Million
Issuer

NOK

Bustadkreditt Sogn og Fjordane AS
DNB Boligkreditt AS
DNB Næringskreditt AS
Eiendomskreditt AS
Eika Boligkreditt AS
Fana Sparebank Boligkreditt AS
Gjensidige Bank Boligkreditt AS
Helgeland Boligkreditt AS
KLP Boligkreditt AS
KLP Kommunekreditt AS
Landkreditt Boligkreditt AS
Møre Boligkreditt AS
Nordea Eiendomskreditt AS
Obos Boligkreditt AS
Sandnes Sparebank Boligkreditt AS
Sbanken Boligkreditt AS1)
SpareBank1 Boligkreditt AS
SpareBank1 Næringskreditt AS
Sparebanken Sør Boligkreditt AS
Sparebanken Vest Boligkreditt AS
Sparebanken Øst Boligkreditt AS
SR-Boligkreditt AS
Stadshypotek AB (Norwegian Cover Pool)
Storebrand Boligkreditt AS
Totens Sparebank Boligkreditt AS
Verd Boligkreditt AS
Total

Other currency

Total

13 075
83 670
257
3 436
43 752
6 337
16 991
5 470
4 300
17 046
3 105
15 550
69 337
11 000
5 995
25 500
61 868
8 450
16 563
32 850
9 381
11 060
23 000
11 375
1 750
7 308

366 718
41 837
3 001
8 049
158 449
1 475
9 840
31 119
300
28 491
-

13 075
450 388
257
3 436
85 588
6 337
16 991
5 470
4 300
17 046
3 105
18 551
77 386
11 000
5 995
25 500
220 317
9 925
26 403
63 969
9 681
39 551
23 000
11 375
1 750
7 308

508 425

649 279

1 157 704

1) Sbanken Boligkreditt AS changed their name from Skandiabanken Boligkreditt AS in November 2017
Source: The issuers, Finance Norway
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