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In recent weeks, 10 publicly-listed Danish banks have revised their 2019 profit guidance upwards from 

an average of 14% to an average of 32% above 2018 pre-tax profits. This, only weeks after the Danish 

central bank returned its policy rates to a record-low negative 0.75% and a few Danish banks 

implemented negative deposit rates for large retail depositors. However, despite these headwinds, 

Nordic Credit Rating (NCR) notes that banks are benefiting, albeit temporarily, from a refinancing 

surge spurred by negative rates and the ability to finance fixed mortgages of up to 30 years at around 

1-1.5%. In August, Jyske Bank made international headlines by offering a 10-year mortgage loan for 

negative 0.5% (excluding administration fees and other fees of about 1%) and Danish borrowers, 

among the most highly leveraged in the world, are motivated to lock in low rates. 

Figure 1. Danish banks with recent pre-tax profit revisions, pre-tax profit 2016-18, original and 

revised 2019 guidance 

 

IMPROVED PROFITS DESPITE NEGATIVE RATES 

In total, the 10 banks shown in figures 1, 2 and 3 have revised their most recent 2019 pre-tax profit 

guidance to between DKK 3.8bn and DKK 4.2m from DKK 3.2bn to DKK 3.8bn. The average increase for 

the sample is 14% from the previous guidance and the upward revisions have varied between 7-73% 

at the low-end estimates and 6-53% at the high end across the banks. 

Compared with previous year and mid-year results, the upward revisions demonstrate year-on-year 

improvement and continuation of already strong 2019 performances. The average pre-tax profit 

increase is 32% from 2018 (DKK 3.0bn), but in line with the DKK 2.0bn in pre-tax profit during the first 

half of 2019.  The revision for Vestjysk Bank puts it on course to nearly double its 2018 pre-tax profits, 

while for Skjern Bank and Kreditbanken the upward revisions anticipate 2019 profits closer to 2018 

levels. For the sample, pre-tax return on equity would improve to between 13.7% and 15.3% (14.5% 

average) compared with levels of 12.0% and 14.5% in 2018 and 2017, respectively.
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Source: Bank reports and press releases. *After-tax guidance estimated on a pre-tax basis by NCR.
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NEGATIVE RATES DRIVE UPWARD PROFIT GUIDANCE FOR DANISH BANKS 



  

 

UPWARD REVISIONS ARE DUE TO EXCEPTIONAL CIRCUMSTANCES 

Given the exceptional nature of the upward revisions, the outlook for 2020 profits is likely to be less 

positive. In all instances, very high mortgage loan conversion activity was cited as the primary 

rationale for the upward revisions, indicating that the third quarter was exceptional across the market 

as interest rates fell sharply in response to signals of a global slowdown. While rates remain low, 

relatively high refinancing activity could continue into 2020. In addition to higher refinancing fees, 

falling rates have contributed to positive revaluations of the banks' shares and bonds. The banks also 

cited continued reductions in credit loss reserves, due in part to higher pork prices and low interest 

rates, and high new customer activity as contributing to their upward profit revisions. 

Figure 2. Danish banks with recent pre-tax profit revisions, pre-tax profit 2017-18, original and 

revised 2019 guidance 

 

Figure 3. Danish banks with recent pre-tax profit revisions, pre-tax profit 2017-18, original and 

revised 2019 guidance 
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Source: Bank reports and press releases. *After-tax guidance estimated on a pre-tax basis by NCR.
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reliable. All material relating to NCR's analytical activities is provided on an "as is" basis. The agency 

does not conduct audits or similar warranty validations of any information used in its analytical 

activities and related material. NCR advises all users of its services to carry out individual assessments 

for their own specific use or purpose when using any information or material provided by the agency. 

Analytical material provided by NCR constitutes only an opinion on relative credit risk and does not 

address other forms of risk such as volatility or market risk and should not be considered to contain 

facts of any kind for the purpose of assessing an issuer's or an issue's historical, current or future 

performance. Analytical material provided by NCR may include certain forward-looking statements 

relating to the business, financial performance and results of an entity and/or the industry in which it 

operates. Forward-looking statements concern future circumstances and results and other statements 

that are not historical facts, sometimes identified by the words "believes", "expects", "predicts", 

"intends", "projects", "plans", "estimates", "aims", "foresees", "anticipates", "targets", and similar 

expressions. Forward-looking statements contained in any analytical material provided by NCR, 

including assumptions, opinions and views either of the agency or cited from third-party sources are 

solely opinions and forecasts which are subject to risk, uncertainty and other factors that could cause 

actual events to differ materially from anticipated events. NCR and its personnel and any related third 

parties provide no assurance that the assumptions underlying any statements in analytical material 

provided by the agency are free from error, nor are they liable to any party, either directly or 

indirectly, for any damages, losses or similar, arising from use of NCR's analytical material or the 

agency's analytical activities. No representation or warranty (express or implied) is made as to, and no 

reliance should be placed upon, any information, including projections, estimates, targets and 

opinions, contained in any analytical material provided by NCR, and no liability whatsoever is 

accepted as to any errors, omissions or misstatements contained in any analytical material provided 

by the agency. Users of analytical material provided by NCR are solely responsible for making their 

own assessment of the market and the market position of any relevant entity, conducting their own 

investigations and analysis, and forming their own view of the future performance of any relevant 

entity's business and current and future financial situation. NCR is independent of any third party, and 

any information and/or material resulting from the agency's analytical activities should not be 

considered as marketing or a recommendation to buy, sell, or hold any financial instruments or 

similar. Relating to NCR's analytical activities, historical development and past performance does not 

safeguard or guarantee any future results or outcome. All information herein is the sole property of 

NCR and is protected by copyright and applicable laws. The information herein, and any other 

information provided by NCR, may not be reproduced, copied, stored, sold, or distributed without 

NCR's written permission. 


